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MESSAGE OF THE PRESIDENT
OF PALESTINE




system that is bas

governance. On this basis, and in prais

all the exerted efforts to accomplish these strategi 3

| would like to express my utmost gratitude to PIF's Board of
Directors, its executive management and all of its employees
for their dedication, commitment and great work characterized
with a high level of professionalism. | would like to note our
great pride in the Palestinian workforce and capabilities which
reflect the capacities of our great people.

Mahmoud Abbas
President of Palestine
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MESSAGE OF CHAIRMAN OF The
BOARD OF DIRECTORS

The Palestinian economy is going through a particularly
critical period; exacerbated by a deepening political
impasse with no political horizon in sight. This is primarily
caused by a continued lIsraeli intransigence; and an
escalating settlement onslaught in Jerusalem and the rest
of the West Bank, in addition to the ongoing blockade
of the Gaza Strip. Under such exogenous pressure;
Palestine is bound to witness a marked decline in overall
economic performance indicators. The prospects for
the upcoming period do not seem encouraging, and
this situation might continue as the hallmark for a longer
period ahead. This calls for the formulation of a pertinent
national strategy that factors all such pressures and
realities; while prudently preparing for the future period.

Despite the significant role played by the Palestine
Investment Fund (PIF) in recent years and its evident
contribution in the process of development via its
investments in a number of vital projects, the Fund
is bound to play an even more important role in the
upcoming period due to the enormous challenges
faced by the Palestinian economy both as a result of
the political impasse and the underlying economic
repercussions. In fact, had there not been a Palestine
Investment Fund in the past years; there would have
been an urgent need to establish it now; to act as a
national enabler for achieving economic independence
as a prelude to the political independence of the State
of Palestine.

Ladies and Gentlemen;

PIF managed to realize numerous achievements of great
significance in the past year highlighted by the Fund’s
full membership in the International Forum of Sovereign
Wealth Funds (IFSWF), whose members include
approximately 72 sovereign investment institutions
from all continents. This represents a practical witness
to the Fund’s commitment to financial, investment and
administrative prudence, as well as the principles of
good governance and transparency. This also comes
in support to the Palestinian diplomatic moves seeking
the joining of various international organizations and
institutions; and it also affirms the independent legal
personality of PIF as a sovereign fund.

In the year 2015, the PIF developed new strategic
investment portfolios in different vital sectors, therefore
directly and indirectly contributing to the creation of
much needed job opportunities.

6 PALESTINE INVESTMENT FUND

Dr. Mohammad Mustafa
Chairman of the Board of Directors

With regard to the energy sector, the Palestine Investment
Fund launched an ambitious strategy that focuses on
investing in this important sector and aims to effectively
contribute to the provision of Energy Security to Palestine
onanumber of levels, starting from the utilization of natural
resources and establishing an infrastructure serving the
national Palestinian needs, all the way to substituting
major energy products; mainly imports from Israel with
locally-made products. For this purpose, PIF founded a
company at the end of 2015 called “Massader Company
for Developing Natural Resources and Infrastructure
Projects” to lead this vital strategy; thus becoming the
umbrella of all PIF investments in the field of Energy and
Infrastructure.

In this context, the “Palestine Power Generating
Company” (PPGC), with 40% of ownership for PIF, is
actively continuing its efforts to complete the needed
plans for establishing PPGC’s Plant in the Jenin
governorate; with plans of using natural gas; achieving
significant progress. The size of investment in this plant
is expected to reach $620 million U.S. for generating 400
Megawatts of electricity, which in turn will cover a main
component of Palestinian electricity needs. PPGC signed
a Memorandum of Understanding with the Development
Company to enter into serious negotiations to provide
needed volumes of gas for operating the northern plant;
from gas to be eventually extracted from the Palestinian
gas field offshore Gaza.



Moreover, PIF launched an ambitious program for the
generation of electricity based on solar energy, including
a program for financing solar panels to generate electricity
on the roof tops of houses, facilities and public buildings
with a value of $50 million U.S.; with a productive capacity
of 35 Megawatts. This will provide an opportunity for
having a series of plants for generating electricity on a
commercial basis, increasing the investment value offer.
Furthermore, and in partnership with the Palestinian
Private sector, the PIF had achieved a main milestone by
obtaining a license from the government to drill for oil in
the West Bank.

The Gaza Strip remains a top priority, and therefore the
PIF attaches great importance to the subject of electricity
through the sustained efforts of the government to
transform the energy generation plant to enable its
functioning with natural gas, providing the required
infrastructure for this transition. Additionally, the PIF is
on the verge to invest in the field of Water and Water
Desalination in the Gaza Strip in light of the dual urgent
need for electricity and water in the southern governorates
amidst the extreme need for such services among the
people of Gaza.

In the field of Real Estate, 2015 witnessed the inauguration
of the “Amaar Tower” and the “Consolidated Contractors
Company-CCC Tower” which are the first towers of despite

Despite the significant role played by

the Palestine Investment Fund (PIF) in
recent years and its evident contribution
in the process of development via its
investments in a number of vital projects,
the Fund is bound to play an even more
important role in the upcoming period
due to the enormous challenges faced

by the Palestinian economy both as a
result of the political impasse and the
underlying economic repercussions.

In fact, had there not been a Palestine
Investment Fund in the past years;

there would have been an urgent

need to establish it now; to act as a
national enabler for achieving economic
independence as a prelude to the political
independence of the State of Palestine.

the significant role played by PIF in recent years and
its evident contribution in the process of development
via its investments in a number of vital projects, the
Fund is bound to even play a more important role in
the upcoming period due to the enormous challenges
faced by the Palestinian economy both as a result of
the political impasse and the underlying economic
repercussions. In fact, had there not been a Palestine
Investment Fund in the past years; there would have
been an urgent need to establish it now; to act as a
national enabler for achieving economic independence
as a prelude to the political independence of the State
of Palestine.

the “Al-Ersal Business Center”; a premier real estate
development project operated by the Amaar Company;
the Real Estate sector arm of the PIF. The work was
done in cooperation with a group of financial institutions
and local developers such as the Quds Bank, Bank of
Palestine, Consolidated Contractors Company “CCC”,
Jerusalem District Electricity Company; “JDECO”,
in addition to Al-Nabali & Al-Faris and other local
developers. Following its completion, the “Al-Ersal
Business Center” will include 11 towers extending over
an area of 58 dunums.

Moreover, Amaar Company and its partners completed
the first phase of developing the Jericho Agro-Industrial

Park (JAIP) extending over an area of 115 dunums,
which hosts now about 40 industrial companies. The
company started preparing for the second phase
extending over an area of 145 dunums in the coming
five years. JAIP will also see the provision of about 112
industrial facilities which will benefit industrial, agricultural
and commercial projects. Currently, the implementation
work of the Moon City project, extending over an area
of 5650 dunums of land, is approaching its end; having
remarkable success with the selling of development
rights to sub-developers.

After having completed the construction of all the
independent apartments and residential units in the
Al-Reehan suburb, which were handed over in a semi-
complete state to their owners, the Al-Reehan suburb
constitutes a model; a master class in development;
urban and investment projects. The project was
successful in attracting investments in a number of
sectors; such as health, education, higher education
and tourism. Recently, the opening of the “Istishari Arab
Hospital” was an important step, ushering the start
of provision of medical services and the operation of
clinics for patients. This is a landmark project, a pride
in the health achievement at the national level. We
are also pleased for the joining of the Postgraduate
Studies campus of the Arab American University to the
community at Al-Reehan, in addition to establishing
the first American model school in Palestine as well;
enhancing the Academic offer at Al-Reehan. These
projects are expected to stimulate the economic cycle
providing thousands of job opportunities.
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In the construction sector, “Sanad Construction Industries
Company” achieved remarkable progress in building
plants and warehouses for strategic storage and the filling
and packing of Cement in the city of Jericho, scheduled
to open before the end of the year 2016. Ongoing
preparations are under way for the building of a Cement
mill which will have an annual production capacity of one
million tons of Cement. There have been some tangible
steps to start building the first Cement factory in Palestine.
Moreover, Sanad launched the “Bunyan” program with the
aim of making investments for the purpose of developing
the Construction Industries sector and related products in
partnership with the Private sector.

PIF also recorded several
achievements in  other sectors, including
telecommunications, banking and health sectors. PIF
continued to operate portfolio investments through
the ASWAQ Company for Investment Portfolios; and
the Sharakat Company geared to contribute to the
development and expansion of a number  of
promising companies. Sharakat succeeded in enhancing
its partnerships with microcredit and microfinancing
institutions in order to reach small & medium enterprises
in marginalized areas. Currently, the PIF is preparing to
launch a youth employment program through Sharakat
and the Palestinian Development Foundation (PDF).

important

In relation to East Jerusalem, the PIF focuses on investing
in a number of strategic sectors; including the housing
sector, tourism sector, SMEs, soft loans program, and the
youth. These investments provide support to the resilience
of the holy city and the creation of job opportunities for
many of its residents. PIF will multiply its efforts to expand
its Jerusalem activities in 2016 and the following years.

With regard to PIF’s financial results, in spite of the
difficult economic situation; the PIF managed to achieve
positive financial results in 2015. The PIF’s profit before
tax amounted to $37.6 million U.S. and about $36 million
U.S. after tax, while $22 million U.S. were distributed
as dividends to the shareholders, thus reaching a total
amount of approximately $928 million U.S. in transferred
to the State Treasury in the form of dividends, taxes and
fees by the end of 2015.

We believe that the Palestine Investment Fund (PIF)
has reached to a position of distinction; which makes
it incumbent upon it to play an even greater role in
confronting the current challenges facing our national
economy; in support of national leadership and in efforts
of achieving political freedom from the occupation and
fermenting the solid economic basis of our independence
and statehood. Based on the incremental attainments
of the Fund on various levels, the PIF formulated an
integrated strategy that aims to consolidate the capacity
of the Palestinian economy and develop its infrastructure.

The priorities of this strategy are summarized through the
following:

First, to invest in developing the infrastructure of our

8 PALESTINE INVESTMENT FUND

national economy and attain the highest possible level of
energy and water security; especially in the Gaza Strip.

Second, to invest in productive sectors that enable the
creation of additional job opportunities and increase
the rates of growth, in addition to reducing the level of
dependency on the Israeli economy; and particularly in
the sectors of Agriculture and Industry.

Third, to contribute to supporting and building the
economy of the governorate of Jerusalem by investing in
strategic economic projects in the holy city.

As part of its implementation of this strategy, the PIF’s
Board of Directors adopted a new hierarchy which was
based on directing and guiding its specialized companies
towards the achievement of these objectives.

In the field of Infrastructure, the “Massader Company
for Developing Natural Resources and Infrastructure
Projects”, a subsidiary of the PIF, will implement
several investments in Energy-related sectors; and this
includes investing in the generation of electricity through
conventional and renewable methods, utilization of
natural resources; especially water, gas and petroleum.
Moreover, the Amaar Company will develop large tracts of
land for residential and commercial purposes.

In the field of productive sectors, the “Sanad Construction
Industries Company” and ASWAQ Company, , will invest
in productive sectors which are of substantial importance
to the Palestinian economy such as the Construction
Industries sector which is currently being developed
through Sanad, as well as the sectors of Food Production,
Agriculture and Services. Sharakat is currently developing
these sectors by investing in a number of companies
operating in such sectors, especially the services sector
that has a high added value (technology, health and
tourism). These sectors are given a great degree of
priority due to their ability to effectively contribute towards
realizing high growth rates and job creation.

As for the enhancement of the Jerusalem economy, PIF
will continue developing an enhanced investment portfolio
that contributes to creating an effectively qualitative
transformation in the city’s economy; strengthening its
ability to confront the policies of isolating it from the rest
of Palestinian governorates.

Ladies and Gentlemen,

Social Responsibility constitutes to be an integral part
of the PIF mission and ongoing commitment towards
the Palestinian community. This responsibility occupies
a portion of the PIF’'s investment in the Palestinian
human capital for the purpose of improving the quality
and level of life of the Palestinian people both internally
and externally. Through the Palestinian Development
Foundation, the PIF implemented several initiatives,
including the “My Project Starts with an Idea” program
which encourages the youth to engage in the job market



during their university days by initiating the development of
their own businesses from a mere idea all the way to a real-life
enterprise. Additionally; The “Jerusalem Grant Facility” program
which was launched in the beginning of 2014. A program for
supporting Palestinian refugee camps in Lebanon, and other
programs. There was the financing of 1,300 enterprises as of
the end of 2015 in

five different economic sectors. The PIF is also proud of the role
it plays in the Loan Guarantee Facilitythat was implemented in
partnership with a number of international financing institutions
and banks operating in Palestine. This program has helped
finance more than 1,000 projects and provided approximately
16 thousand jobs with a total value exceeding $146 million U.S.

In conclusion, | would like to express my utmost gratitude
to His Excellency, President Mahmoud Abbas, for wisdom;
guidance, and continued support for the Palestine Investment
Fund; its related projects and management teams. | would
like to thank the members of the PIF’'s Board of Directors and
General Assembly for their continued support. We would like
to extend our gratitude to the executive management and all
the employees of PIF for their dedication, commitment and
hard work to achieve the mission objectives of the Palestine
Investment Fund, effectively making this Fund a lever for growth
and economic independence in Palestine.

Yours,
Dr. Mohammad Mustafa

Chairman of the Board

In relation to East Jerusalem, the PIF focuses
on investing in a number of strategic sectors;
including the housing sector, tourism sector,
SMEs, soft loans program, and the youth.
These investments provide support to the
resilience of the holy city and the creation of
job opportunities for many of its residents. PIF
will multiply its efforts to expand its Jerusalem
activities in 2016 and the following years.

85%

of PIF's Investment Portfolio is
inside Palestine

$798.6

million were PIF’s total
assets at the end of 2015

$928

million is the total amount of
profits, taxes and fees which
were transferred to the state’s
treasury since 2003
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ABOUT PALESTINE
INVESTMENT FUND
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Palestine Investment Fund

Palestine Investment Fund

Is the national sovereign fund of the State
of Palestine and strives to develop the
country’s national assets and resources for
the purpose of achieving national economic
empowerment guided by a vision and a
work philosophy, premised on the best
values and business practice.

Palestine Investment Fund was established
in 2003 as an independent public limited
company.

The Mission

The mission of the Palestine Investment
Fund is to contribute to the building of a
strong, independent and vibrant national
economy as one of the pillars of the future
Palestinian state, and to promote its ability
to attract investments. It also aims to
empower the Palestinian private sector and
to enhance its leading role.

The Palestine Investment Fund aims
to achieve its tasks by making strategic
investments in feasible and socially-
responsible developmental projects
which are capable of creating jobs and
consolidating sustainable growth in strategic
and vital national  sectors.
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OUR VALUES

Integrity and Transparency

Social Responsibility and Social Investments

Governance and Best Practices

Accountability

Creativity at Work

Diversity and Team Spirit ( “Esprit de Corps”)

million the net
Income for the
year 2015
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PIF was established in 2003 as a public shareholding company which enjoys financial, ad-
ministrative and legal independence within the framework of the Financial Reform Pro-
gramme of the Palestinian National Authority. PIF's operations are governed by the approv-
al Article Association and the Companies Law.

In March 2015, PIF obtained full membership in the International Forum of Sovereign Wealth
Funds (IFSWF) whereas it participated for the first time under this title in the Seventh Annual
IFSWF meeting held in Milan, Italy in the period between 29 September — 1 October 2015.
Palestine Investment Fund obtained this membership as a result of harmonizing its opera-
tions systems with the adopted and implemented principles of the IFSWF which are called
“The Santiago Principles”, formulated under the sponsorship and support of the Internation-
al Monetary Fund (IMF). Hence, PIF is representing Palestine in this important international
forum.

The Santiago Principles specify the standards and best practices pertaining to sovereign
funds. These standards are divided into three groups: standards and related to the legal
framework which govern the funds operations and their financial and administrative inde-
pendence, clarity of goals adherence to economic policies; standards related to institutional
building and the governance structure; and standards pertaining to the investment mecha-
nism and risk management operations.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

million is the Total Net
Income achieved from
2003 to 2015
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Certificate of Membership

This is to certify that the institution named below is a4 Member of
IFSWF Limited

Palestine Investment Fund

Presented on 29 September 2015 in Milano

Bader M. Al Saad Adrian Orr
IFSWF Chair IFSWF Deputy Chair
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GOVERNANCE

PIF believes that the implementation of the good governance principles in Palestinian companies is critical and an essential
element to enhance the stability of these companies and their continued success in achieving long-term growth.

The success of the PIF’s investments and subsidiaries and the achievement of sustainability depends on the investment-re-
lated performance, as well as the professionalism and credibility of its operations. PIF is not only committing to all Palestinian
laws, but, also, its main aim is to follow the leading corporate governance practices in order for it to be a leader in this field on
both regional and international levels.

PIF’s governance structure is based on four pillars:

e The General Assembly '-
¢ Board of Directors ’m

¢ |nternal and External Auditing ﬂ-

¢ Policies and Procedures that are developed in accordance with the g
best practices, competent and professional human capital

PIF maintains its commitment to the governance and transparency principles through a set of standards
which it is committed to implement, including:

e The audit Committee of the Board of Directors and the continued cooperation with the financial and
administrative monitoring bureau.

e The internal audit unit and its cooperation with an international Auditing firm (Deloitte) which presents
its reports to the audit committee of the Board of Directors.

e Independent external auditing firm (Ernst & Young) which presents its report to the Board of Directors
and General Assembly to ensure adherence to the international accounting standards and principles.

e |n accordance with the international standards and practices, PIF has adopted a set of policies and
procedures which govern its activities

“Proud to say, all PIF's employees
is a Palestinian workforce”
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THE BOARD OF DIRECTORS

Dr. Mohammad Mustafa

Chairman of the Board of Directors

Dr. Mohammad Mustafa is currently the Chairman of the Board of Directors of the Palestine Investment Fund (PIF).
Previously, he held the position of Deputy Prime Minister and the Minister of National Economy in the 17th Palestinian
government, and Deputy Prime Minister for Economic Affairs in the 15th and 16th Palestinian governments. He holds
a Doctorate and Master’s Degree in Management and Economy from George Washington University in the United
States, and a Bachelor’s Degree in Engineering from Baghdad University. Dr. Mohammad Mustafa also held some
senior positions at the World Bank and a number of leading regional and local companies, as well as investment funds.

Mr. Maher Al-Masri

Mr. Al-Masri is the current Chairman of the Board of Directors of the Palestine Islamic Bank as a representative

of PIF. He obtained a Master’s Degree in Economics from the American University of Beirut (AUB). He was
the former Minister of National Economy and the Chairman of Board of Directors of several organizations and
economic bodies. Mr. Al-Masri is also a member of the Corporate Governance Committee of the Board of
Directors.

Mr. Azzam Shawa

Governor and Chairman of the Board of Directors of the Palestine Monetary Authority. He is also a Board of
Directors member in several local and international economic organizations and institutions. Mr. Shawa holds a
Bachelor’s Degree from Memphis University, Mr. Shawa is a member of the Investment Committee of the Board
of Directors.

Mr. Mohammad Abu-Ramadan
Mr. Abu-Ramadan is the Chairman of the Board of Directors of Wataniya Mobile Company as a representative

of PIF. He is also a Board of Directors member of several companies and economic organizations. He holds a
Bachelor’s Degree in Business Administration from Syracuse University. Mr. Abu-Ramadan is a member of the
Audit Committee of the Board of Directors.

Eng. Nabil Sarraf

Eng. Sarraf holds a Master’s Degree in Civil Engineering from Aachen University in West Germany and worked
for long years in the construction contracting field in Kuwait and Saudi Arabic. He is the Chairman of the Board
of Directors and a member of a number of public companies in Jordan and Palestine, in addition to serve as

a board member in other companies, organizations and charitable societies. Mr. Sarraf is the Chairman of the
Human Resources Committee of the Board of Directors.
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Mrs. Lana Abu-Hijleh

Mrs. Abu-Hijleh is a Palestinian expert in the field of Local and International Development. She served as the
Deputy Resident Representative of the United Nations Development Program (UNDP) in Palestine for several
years. Since 2003, she has been the Country Director of the “Global Communities” in West Bank and Gaza Strip.
Mrs. Abu-Hijleh is a Board of Directors member in several organizations and economic institutions in Palestine.

Mr. Samer Khoury

He is the President of Engineering and Construction at the Consolidated Contractors Company (CCC) and is
active in economic bodies and a Board of Directors member of more than 28 organizations around the world.

He holds a Bachelor’s Degree in Civil Engineering from California State University and a Master’s Degree from the
University of Southern California. Mr. Khoury is a member of the Human Resources Committee of the Board of
Directors.

Mr. Tarek Al-Aggad

The Executive Director and Chairman of the Board of Directors of the Arab Palestinian Investment Company
(APIC) and an executive member of the Board of Directors of Al Aggad Investment Company (AICO). Mr.
Aggad also serves as a Board of Directors member of several Manufacturing, Distribution and Services entities
in Palestine, Jordan and Saudi Arabia. He holds a Bachelor’s Degree in Economics from Harvard University.
Mr. Al-Aggad is the Chairman of the Audit Committee and a member of the Human Resources and Investment
committees of the Board of Directors.

Mr. Mazen Sinokrot

The former Minister of National Economy and Chairman of the Board of Directors of Sinokrot Global Group. He is
the founder of Palestine Trade Center (PalTrade). He holds a Bachelor’s Degree in Production Management and
Industrial Engineering from the University of Nottingham. Mr. Sinokrot is a member of the Audit and Investment
committees of the Board of Directors.

Dr. Mohammad Nasr

An Associate Professor of Economics at Birzeit University and Chairman of the Board of Directors of Amaar Real
Estate Company. Additionally, he is a member of the Board of Trustees and part of the Research Consultants
Group at the Palestine Economic Policy Research Institute (MAS). He holds a Doctorate and Master’s Degree

in Economics from Ohio State University and MBA (Master’s in Business Administration) from Wayne State
University. Dr. Nars is a member of the Investments and Governance committees of the Board of Directors.

Dr. Jihad Al-Wazir

Former Governor of the Palestine Monetary Authority and former Acting Minister and Deputy Minister of
Finance. He holds a Doctorate in Business Administration. Dr. Al-Wazir is a member of the Audit and Corporate
Governance committees till the end of 2015 when he resigned from the BoD late December of the same year.
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THE GENERAL ASSEMBLY

- o st M r i
Members of the General Assembly .

It is the highest supervisory and oversight body at the PIF. This Assembly represents PIF’s shareholder; i.e the people of Pales-
tine.

The General Assembly is comprised of 30 members of independent and experienced individuals representing the various
segments of Palestinian society, including the Business community, regulatory agencies and Civil Society, appointed by the
Palestinian President for a term of three years.

The General Assembly provides strategic guidance to the Board of Directors and reviews the annual reports of PIF and ratify
the distribution of dividends. Moreover, the General Assembly appoints the external Auditor based on the recommendations of

the Board of Directors.

D Dr. Mohammad Mustafa

Governor of the Palestine
Monetary Authority

Chairman of the Board of Directors,
Palestine Stock Exchange

Chairman of the Federation of the
Palestinian Chambers of Commerce

hairman of the Board of Directors,

C
Capital Markets Authority

President of the Private Sector
Coordination Council

Director of the Presidential Court

Representative of the Board
of Directors of the Palestinian
Business Women'’s Forum

Mr. Maher Al-Masri

A== A== = = i

b Mr. Mazen Sinokrot

E Mr. Mohammad Abu-Ramadan

m Mr. Tarek Al-Aggad

B Mr. Azzam Shawa

E Mrs. Lana Abu Hijleh

» Dr. Mohammad Nasr

b Mr. Faisal Shawa

m Dr. Mohammad Shtayyeh

E Mr. Kamal Hassouneh
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D Mr. Hasan Qassem

E Mr. Jawdat Al-Khudari

E Dr. Hani Nijem

@ Dr. Safaa Nassereldin

E Mr. Hashim Shawa

9 Mr. ‘Ahed Bseiso




PIF Investment Portfolios

d Development Mechanisms:

of 2015, PIF's Board of Directors adopted a new organizational structure for PIF and its
ent portfolios to implement its ambitious strategy and to translate it into achievements

e ground. In this front, six investment portfolios were identified, and the roles were assigned
‘among these Portfolios based on its specialization, it focused on six major investment portfolios,
in addition to the Palestine for Development Foundation which undertakes the tasks pertaining to
Corporate Social Responsibility (C Social Investments.




Massader Company for Developing Natural
Resources and Infrastructure Projects

Among the most prominent impediments facing the independence of the
Palestinian economy is the heavy dependence on imported energy sourc- X 4
es such as electric power and petroleum products. This constitutes a sig- } K,
nificant financial burden for the Palestinian national economy. The annual } .
cost of imported energy is approximately $2.4 billion U.S., of which $1.7
billion U.S. are for petroleum products and around $700 million U.S. for
the purchases of electric power. This constitutes approximately 20% of
the Palestinian Gross Domestic Product (GDP) and about 40% of total
Palestinian imports, thus comprising a substantial percentage of the trade
balance deficit.

In general, Palestine — and in particular the Gaza Strip — suffers from a
significant shortage and a growing deficit in the supply of electricity. This
is mainly due to the lack of power-generating plants, the lack of a national
grid for high-voltage transmission, and the lack of a high-pressure.natu-
ral gas-transmission network, all of which constitute the main pillars for
achieving independence in the energy sector. 3

.'. A Large Investment Program in the Energy
..' Sector, with an expected Investment size of

2 O 5
Billion Dollars

for developing the Gaza off-shore Gas
'-. field and the West Bank oil field, and
- generation of 800 Megawatts from
% conventional and renewable energy
. sources

22  PALESTINE INVESTMENT FUND



In an effort to expand economic activity, achieve growth in the
Gross Domestic Product (GDP), and sustainable growth of the
national economy, while reducing the trade balance deficit and in-
creasing Palestinian Treasury revenues , PIF established the Mas-
sader Company for the Development of Natural Resources and
Infrastructure Projects to play a leading role in the development
of large scale strategic projects aimed at the development and
utilization of Palestinian natural resources (Hydrocarbons and Re-
newable) and the provision of various sources of national energy
supply, in addition to developing the basic infrastructure of the
Electricity sector, all with an aim of creating a firm foundation for
an independent Palestinian state.

Objectives of Massader Company

® Develop Palestinian oil and gas natural resources.

* Develop a productive infrastructure for the Electricity and Water
sectors.

e Contribute to achieving economic independence in the Energy and
Water sectors .

¢ Reduce the level of dependence on imported supplies.

e Contribute to enabling the development of heavy industries such as
Cement and Steel.

e Attract foreign investments in Palestine.

e Contribute to stimulating economic activity.

¢ Provide sustainable job opportunities for Palestinian youth.

Investment Programs:

Massader Company works on implementing a large investment
program combining the resources of the public sector and the
capabilities of the private sector. The approximate size of this pro-
gram is $2.5 billion, with PIF’s contribution at about $200 million.
This investment program includes the following major projects:-

First: The Development and Utilization of the Natural Gas
Field off shore Gaza

°®

A Natural Gas field having 1 trillion cubic feet of
Gas. This project aims to meet the Gas needs of
.the Palestinian market for power generation
An investment project with a value of

1.1

Billion Dollars

The Palestinian Natural Gas field is located in Palestinian maritime
zones opposite the shores of the Gaza Strip and it includes about
1 trillion cubic feet of Natural Gas (approximately 32 billion cubic
meters), thus providing suitable quantities for commercial devel-
opment of the field to meet Palestinian market demand related
to power generation of Electric energy and to export the surplus
quantities to neighboring markets. PIF owns 17.5% of the devel-
opmental rights related to this Gas Field which is being developed
in partnership with the Consolidated Subcontractors Company
(CCC) which owns 27.5% and Shell Company which owns 55%.
The development costs of this projects are estimated at about
$1.1 billion.

eoo0coe,
e°* *e



Investment Programs

Second: The Development and Utilization
of the West Bank Oil Field

The West Bank Qil Field is located in an area of 432
square-km extending from north-west of Ramallah
city to the north of Qalqilya city.

Preliminary assessments indicate the presence of
Hydrocarbon resources (oil and gas) in this field.
These assessments will be verified by implementing
an oil prospecting and exploration program. PIF will
sign a Production-Sharing Agreement with the Gov-
ernment of Palestine to develop this field through
establishing a PIF led national consortium. PIF will
also enlist the support of specialized and experi-
enced international companies to develop and uti-
lize the Hydrocarbon resources. The investment size
of this project is estimated at around $390 million.

. An Oil Field with estimated 30 million

:. barrels. This project will contribute to sat-
: isfying part of Palestinian market demands
E for petroleum products

With an estimated investment of

\ $390 /

million

Third: Developing an Electric Power
Generation Plant in the North

This project aims to build the first plant to generate
electric power in the northern West Bank in the
Jenin Governorate , with a generation capacity
of approximately 400 Megawatts, plant fueled
by Natural Gas. This project is being developed
through the Palestine Power Generation Company
(PPGC) which is supported by a leading group
of Palestinian investors including the Palestine
Investment Fund (PIF) contributing 39.6%, Palestine
Development and Investment Company (PADICO)
contributing 20%, Palestine Telecommunications
Group (PalTel) contributing 10%, Arab Bank Group
with 10%, Palestine Electric Company with 5%,
Arab Palestinian Investment Company (APIC) with
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4 along with an important group of banks including
the Bank of Palestine, Al-Quds Bank and Cairo-
Amman Bank. The Company has signed a Letter of
Intent with the developers of the Palestinian Natural
Gas field for the supply of natural gas to meet all the
demand of the power pant. The project will supply
approximately 50% of the current demand of the
Palestinian market for electricity. Power generation
from the plant is expected to commence at the
end of 2019 or the beginning of 2020. The cost of
developing this project is approximately $620 million
u.S.

A plant for electric power generation in the northern
West Bank fueled by Palestinian Natural Gas to
generate 400 Megawatts with an annual production
capacity of 3,500 Gegawatts. This is currently the
largest infrastructure project in Palestine with an

estimated investment value of

SO20) miton

Fourth: Solar Energy Fund

This Fund aims to encourage the production of clean
electric energy from renewable sources through
small producers (the Domestic sector, Business and
Small Enterprises sector, and the Public sector).
The project will use the surfaces of buildings to
establish systems for producing electric energy from
solar panels. Also, this Fund will work on building
clusters of small solar energy fields to serve a group
of small-sized production for the Business and Small
Enterprises sector. Additionally, this project will work
on developing the personal capacities of employees
in the fields of designing, building, operation and
maintenance in the Solar Energy sector in terms of
training, adoption and rehabilitation. This project
production capacities are expected reach about 35
Megawatts with an investment size of $50 million
u.sS.

Fifth: Solar Energy Fields Project

This project aims to build a group of medium-to-
large sized solar energy farms to diversify sources
of electricity supply to be feed into the main load
centers in several places across the country. The
Project’s total generation capacity is expected to
reach approximately 70 Megawatts from several
distributed solar energy sites, with an average
generation of about 10 Megawatts per site. This
bundle of projects will developed through entering
into competitive bids or submitting direct offers/ bids
in several suitable locations for this purpose. The
preliminary assessments indicate that the estimated
size of investment in this project will reach about
$100 million U.S.



Sixth: Conversion and Expansion of the Gaza Power Plant

This project aims to convert the Power Plant in the Gaza Strip to natural gas and to double its production capacity
with the aim of reducing the cost of electric power generation and supplying additional electricity, at the backdrop
of the major deficit in electricity supply to the Gaza Strip. Solving the energy crisis in the Gaza Strip is imperative
and will enable the development of other vital projects, in particular those related to water resources, seawater
desalination and waste water treatment. The Project’s overall production capacity is expected to be 280 Megawatts

with an additional investment size of about $200 million.

Massader’s Future Projects

Massader’s Work & Investment Program will focus in the first phase on developing a bundle of Energy-related
projects and developing Hydrocarbon resources, due to the strategic importance of these projects and the
dire need to develop the basic infrastructure of the energy sector. Massader will expand its investment
program at a later stage to include the following vital sectors:-

e Waste to energy program

¢ |nvestment in waste water treatment and seawater desalination.

.“ .‘ S
.‘.Production of 35 Megawatts from solar energy sys-'-. .'. '-.

¢ tems on building’s rooftops and small-sized plants °, H s . 2
¢ located in open fields. The program aims to empow- '.. o 70 Megawatts n So-lar Energy genrated from 7 '-.
.  erthe residential, business and public sectors by ¢ : ; fields, with a production capacity of 10 Megawatts o
. having them possess their own production systems 5 . per field o
5 of clean and environmental-friendly energy. . i . g
'.. : ‘ An investment program of about o
) An investment program of about .' < :
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2 Amaar Real Estate Company

Amaar Group (AG) is Palestine Investment Fund'’s (PIF) investment arm in the real estate sec-
tor. AG’s vision is to be the leading “Master Developer” in the Palestinian real estate market,
providing high value-added and meaningful services to our clients. In 2015, AG increased
focus on horizontal land development, in a shift from vertical land development and reduced
activity in the hospitality and tourism sectors. At the same time, it also increased investment
in strategic land development projects, including developing new neighborhoods in select
urban areas, land development in area C, Jerusalem, and other areas of national importance
and development impact, which will also contribute to alleviating the housing problems in
these areas. AG’s mission is to provide affordable land around urban centers, suitable for
development for private sector developers or end users, to offset the shortage in land needed
for housing, commercial and industrial development, manage its current and future real estate
properties efficiently and effectively. All this by engaging with partners from private sector to
develop needed large-scale real estate projects in Palestine.

Since 2009, AG has completed several outstanding accomplishments, which are crystal-clear
milestones in different governorates around the country, such as the model Al-Reehan neigh-
borhood which embodies the highest standards of development and urban expansion in
the city of Ramallah, through building more than 700 residential units and preparing the in-
frastructure for investing in accompanying medical, academic and touristic services. Once
completed, the project will include amongst its various phases, more than 1,500 residential
units, a state-of-the-art specialized hospital and a modern American school. Other landmark
projects include the Ersal Business Center, which started drawing a new skyline above the
hilltops of Al-Bireh, the Jinan neighborhood in Jenin, and the Moon City Project in Jericho and
the Aghwar (Jordan Valley).

By focusing on horizontal development, AG will purchase large tracts of land and develop
the necessary infrastructure for these lands as a prelude to selling them to sub-developers.
This will help compensate for the shortage in land which is subject to real estate develop-
ment. Within their new strategy, AG is currently implementing the Moon City project in Jericho
through the provision of infrastructure, urban and civil planning and parceling with the aim of
selling them to sub-developers and individuals aspiring to build their own homes, in addition
to investing in the city of Jerusalem and real estate projects in the Palestinian Jordan Valley.

The :
. Moon City :
| Jericho S
T """""" Ersal
0 Agro- o e . i Business :
ilndustrialPark::: ":,.. Center
(JAIP) J! — ...........
¢ Al-Reehan P e :
:Neighborhood } ':__.Nelghborhood.:.-'
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Al-Reehan Neighborhood in the Ramallah Governorate

Al-Reehan neighborhood is located to the north of Ramallah city, and is connected to the main roads network. A master
plan was placed for the whole project, planned in accordance with the latest standards and endowed with a modern
infrastructure that serves this neighborhood and its nearby areas to make the vision of the neighborhood a perfect
example to future developers. Al-Reehan neighborhood is placed on a 250 dunums area and was developed through
three phase. The first phase of 40 dunums was developed by Amaar Group. During this phase, 42 villas were built,
next to 17 building, the prestige Executive Towers “ET”, and finally, a commercial center to provide the best service to
the residents of the neighborhood. 95% of the first phase was sold with over 180 families residing in these buildings.
The second phase, consisting of 240 residential units, was developed by one of AG’s large strategic partners. Phase
three was sold as development rights to more than one developer, where local developers saw an opportunity to build
in Al-Reehan neighborhood, one of the key reasons AG began Al-Reehan project.

With the partnership with the PIF the building of the newest specialized hospital was recently inaugurated and will pro-
vide the most modern Medical services. Also the building of the American school is underway by one of AG’s strategic
partners. Meanwhile, the works of construction are ongoing around the neighborhood whether at the faculty of Post-
graduate Studies of the Arab American University of Jenin “AAUJ”, or the amusement park, or other residential projects
whereas the Al-Reehan neighborhood represents an urban extension for the city of Ramallah and this has contributed
to the city’s urban and expansion.

¢ “Al-Reehan residential suburb has revived the

s whole area. | wouldn’t have imagined that this area
E would one day witness an urban activity which

¢ would make it become a model location for living

+  since this suburb is very calm and far from any

S annoyance, surrounded by green mountains and a
+ fascinating nature. Also, it is quite easy to access

« this suburb and its roads are paved and wide, its

S infrastructure is suitable, schools are nearby and

s+ commercial places are many.”

Residential Units

Size of Investment 1[4.{0 million Dollars

Dr. Anas Fawzy Al-‘Imla — a new resident of the Al-
Reehan suburb

I
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Istishari Arab Hospital
(Al-Reehan)

Bl .. 2200

Postgraduate
Studies Faculty of
the Arab American

University
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Al-Jinan Neighborhood in the Governorate of Jenin

Al-Jinan residential neighborhood is located near the Arab American University of Jenin “AAUJ”, It was developed and
implemented in accordance with the highest standards. This accordance is the first in Jenin that enjoys a complete
infrastructure and will include, upon the completion of its various phases, it will include a business center and other
public facilities covering an area of 77 dunums. So far 54 semi-independent residential units and 28 residential ones
are completed. Several residential units were also built in the surrounding are by individuals as part of the “Build Your
Own Dream House” program.

Moon City — Jericho & Al Aghwar Governorate

Based on the BOD’s decision to focus on horizontal development, Moon City project is the first project in this direction.
The Moon City project extends over an area of 550 dunums. On the north side of Jericho city, this project was
developed through the area’s urban planning and approval was given to its organizational project and there was the
implementation of its infrastructural works “roads, water and electricity network”. Afterwards, the land was divided into
parcels and the deeds were issued for each parcel. Amaar Group used two strategies to sell its development rights;
first strategy is by selling bulks to local sub-developers and strategic partners. The second strategy is by selling small
land parcels to end users.

Moon City project has recorded several successes which were demonstrated by the selling of development rights of
the major part of the project, and this included a number of areas classified as commercial, residential and touristic.
One part was sold to the citizens under the title of “Build Your Own Dream House”, whereas some companies bought
residential areas to build housing projects for their employees and their respective families. Additionally, there is a
project aiming to establish the a water park in the project which is expected to be a center for attracting internal tourism.
After the huge success Amaar Group faced with the Moon City project in Jericho, Amaar Group is looking forward now
in starting new projects around Palestine, by providing land parcels with all the infrastructure to sub-developers, and
end users to build their own dream house. Amaar group is working now on two projects in Ramallah to be announced
about soon.

550 ,
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Dunums are being developed in the Jericho & Al Aghwar governorate as part of the The Moon City project



Ersal B

Ersal Business Center project is the pioneer commercial center in Ramallah and Al-Bireh governorate, and the new busi-
ness-hub in the area. It extends over an area of 568 dunums. Upon the completion of developmental works, this project will
include 11 multifunctional business towers in the heart of the Ramallah and Al-Bireh governorate. Amaar Group developed the
area, built its modern infrastructure, drew its civil and urban features and then sold its development rights to Palestinian com-
panies whereas it recorded a high rate of sales.

In fact, Amaar company has been among the first developers in this area by building the “Amaar Tower” which consists of 13
floors along with its facilities; AG’s tower was has been occupied by several organizations and companies at the end of 2015,
such as the headquarters of the Palestine Investment Fund (PIF) and its subsidiary companies including Amaar Group, Sanad
and other tenants. Also, the CCC (Consolidated Contractors Company) inaugurated its tower inside the Ersal Business Center
and this made it the second tower to be established inside this business center. Additionally, the Bank of Palestine (BOP) and
Al Quds Bank have completed the design and licensing of their own towers inside the Al-Ersal Center as a prelude to building
their own headquarters there. Several of the Palestinian real estate development companies will home their own headquarters
in the Ersal project as well.

Upon the completion of works, this Business Center will constitute a new and vibrant civil area in Ramallah & Al-Bireh and the
country as a whole and it will become a financial, business, trade and residential center which will create hundreds of job op-
portunities and will refine the features of the twin cities of Ramallah & Al-Bireh towards the progress that these cities aspire for

« Commercial towers, a meeting point fo!
Palestinian and international companie

Palestine Investment Fund (PIF) -

Consolidated Contractors Company (CCC)
- Bank of Palestine

« Al Quds Bank

« The Jerusalem District Electricity Company

- « A number of developer companies such as Al-Nibaly and Al-Faris, Abdeen Exchange company-

Jeric

Currently, the Jericho Agro-Industrial Park (JAIP) is being
developed as a multifunctional area in Jericho, and it will
serve the farmers of Al Aghwar area in the storage and
exporting of their agricultural products. JAIP includes
the various necessary infrastructural elements for meet-
ing the different agricultural and commercial needs. This
project also provides hundreds of direct job opportunities
and hundreds of indirect job opportunities by encourag-
ing agricultural and industrial activities in this region. The
first phase of the project made significant achievements,
whereas 43 facilities signed agreements to move to it on
an area reaching 8,000 square-meters, while work is un-
derway to finalize other areas in addition to preparing the
open spaces.
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Sanad Construction Industries Company

Sanad Construction Industries Company will lead the efforts of investment in industrial and production sectors related
to construction industries. For this purpose, the company’s Board of Directors ratified a strategy that aims to provide

Cement to the Palestinian market in a way that guarantees its arrival without interruption and with competitive prices
and quality control. Sanad is also adapting a holistic approach on the development of this sector. In 2015, Sanad
launched the “Bunyan” project for developing the companies working in this sector with an amount of $100 million U.S.,
of which Sanad will initially contribute of $30 million U.S.

Sanad Company achieved Net Profits of $19.7 million U.S. in the year 2015 whereas the company’s Assets amounted
to $65.3 million U.S. in the end of 2015.

Sanad Construction Industries Company was established in 1994 for the purpose of meeting the needs of the Pales-
tinian construction market such as the provision of building materials.

Sanad has a national vision embedded in action geared towards the development of the construction materials man-
ufacturing sector in Palestine and leading it in partnership with the Palestinian Private sector in a way that positively
affects the national economy as a whole.

Sanad is able to act in harmony with this vision in line with the company’s task of providing an integrated package of
main products related to construction materials and ensuring their availability in the Palestinian market with competitive
prices and good quality. This Vision is complementary with the company’s future plans aimed at establishing the first
integrated Cement factory in Palestine. Therefore, the company will be able to achieve one of its key company goals;
to ensure the independence of the Palestinian economy by providing this vital and strategic material in the construction
sector.

The company operates with a Vision that carries a responsibility towards the Palestinian society in general and the
Construction sector in particular. For this reason, it began formulating a sustainable developmental Strategy in the field
of Corporate Social Responsibility (CSR) in order to serve this strategic orientation and to afterwards implement the
activities and programs that are commensurate with this strategy and which serve the community interest, organize
the Palestinian Construction sector and its development, and assist in its progress based on sustainable foundations.
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Sanad Company’s Current Activities

e The Supply of Cement

The annual consumption of the Palestinian market is around 2.2 million tons of Cement; 1.5 million tons in the West
Bank and 0.7 million tons in the Gaza Strip. By the year 2018, it is expected that the demand for Cement in the Pal-
estinian market would reach 2.677 million tons. In addition, it is expected that this demand would reach around 3.77
million tons by the year 2028, which constitutes an annual demand growth rate of 3%.
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e Transport Operations

Sanad Construction Industries Company provides the service of transporting Cement to its various clients by trans-
ferring Cement from the company’s warehouses to traders and retail distributors based on the requests made to the
company. This is done through a fleet of trucks for transporting Cement in bulk as well as packaged.

Sanad company is a major partner of the following two companies in the transport and distribution of Cement in
the West Bank:

1. Bulk Express Transportation Company, PJSC, Ltd.
2. Amial Express Transportation Company, PJSC, Ltd.

o Strategic Warehouses

Sanad owns strategic warehouses in the governorates of Jericho & Al Aghwar, Tulkarem and Hebron in order to pre-
serve and store Cement to ensure that it is supplied without interruption; and the company provides Cement during
peak seasons and periods in which the import of Cement is interrupted for one reason or another.
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PROJECTS AND PROGRAMS THAT ARE UNDER IMPLEMENTATION

Vb’ aolip glbl Jaa
2015-8-31

Ceremony of Launching “Bonyan” Program — 31-8-2015 Partnership Building....Development

e “Bonyan” Program for developing the Construction Industries
Sector

This program is based on the idea of development through integration and partnership with companies operating within
the Palestinian Construction Industries sector. The program shall achieve its objectives through a crystal-clear

strategy and work mechanism to empower small and medium-sized companies to benefit from this program, which will
reflect positively by increasing the size of their activities, opening new markets for them and developing their production
capacity, quality and environmental systems, thus creating new job opportunities. “Bonyan” program was launched

in 2015 by the Sanad Construction Industries Company with an Investment Portfolio of $100 million U.S., from which
Sanad'’s initial contribution shall be $30 million U.S.
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FUTURE PROJECTS

» The Filling and Packing Process

The process of filling and packing of Cement is done in a new facility established by Sanad in the Jericho & Al Aghwar
governorate since it is the closest governorate to the King Hussein Bridge which is the only passage to the West Bank
to which Cement-carrying trucks enter from the Hashemite Kingdom of Jordan. The filling and packing of Cement is
carried out under the umbrella of the “Jericho Company for Filling & Packing Cement”. This company was established in
2014 and Sanad Company has the largest ownership in it. The “Jericho Company for Filling & Packing Cement” works
to ensure that any potential shortage of Cement in the Palestinian market would be directly tackled in case it happens,
and the company can fill and store Cement with a filling capacity of 120 tons per hour.

e Quarries

Sanad is currently entering into partnerships with the Private sector for the goal of establishing quarries. The production
of stones in quarries is considered the main extractive industry in Palestine and, along with the production of stones
and marbles, it is one of the Palestinian industries that plays a very prominent role in meeting the local demand of the
Construction sector from one side and doing traditional Palestinian exports from another

e Complementary Products for Construction Industries

Amidst the increasing consumption of Cement, Sanad Construction Industries Company aims to supply the various
basic materials that are used in the manufacturing of construction materials, and to provide them on a permanent basis
in a way that would supply these complementary materials to all the factories working in this sector. The most important
of these complementary materials are: sand, clinker, products of quarries, and industrial stones.

e Cement Mill

Sanad Construction Industries Company has completed the preparation of a feasibility study related to this mill. Also,
an international company was chosen to prepare the tender documents related to the Cement mill (Turnkey form).
Currently, work is underway to obtain all the necessary licenses and permits and simultaneously with that, the company
is preparing the needed infrastructure to establish this cement mill. It is expected that the phase of implementation
would start in the fourth quarter of 2016, whereas it is planned that the mill-related production would start in 2018.

e Palestinian Cement Factory

Sanad finished preparing all the required studies for establishing the Palestinian Cement Factory. These studies included
geological tests, market analysis, a technical and technological study, environmental studies and an economic feasibility
study. At this point, work is underway to specify the implementation mechanisms for establishing the Palestinian

Cement Factory in cooperation with the related official bodies, and it is planned that the Cement Factory would start

its actual production in 2022.
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Established in 2013, Sharakat Investment Fund is responsible for structuring, managing and monitoring the various PIF
investments within the Small and Medium Sized enterprises (SMEs) arena. Sharakat aims at supporting and developing
a Palestinian private sector that is able to function and grow to achieve the ultimate goal of an independent and sus-
tainable national economy as an enabler to the establishment of an independent Palestinian state.

Sharakat investments target a number of vital economic sectors that are crucial to the development of the Palestinian
economy. These include: Microfinance, Leasing, Agriculture, Food Industries, Tourism, Light Manufacturing , IT, Health,
Education, and Renewable Energy. Sharakat also pays special attention to investing in Jerusalem and in the marginal-
ized Aghwar (Jordan Valley) area given their strategic and political importance.
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By the end of 2015, Sharakat had invested 19.2
million USD in various Palestinian economic sec-
tors; and attracting over 60 Million USD in additional
investments by PIF partners into the same invest-
ments. Those investments were used to establish
and develop ten companies and two specialized
investment funds; one invests in start-up IT com-
panies, and the other invests in infrastructure and
SMEs in Jerusalem. . Sharakat investments have
created over 410 permanent jobs since its inception.

Sharakat also invested and financed Microfinance
Institutions (MFIs), which in turn provided loans to
to various community segments with particular fo-
cus on the youth and women in different Palestinian
governorates. The number of borrowers from “Fat-
en” and “Asala” companies — two MFI partners of
Sharakat — reached approximately 550 borrowers in
2015 and about 1,300 borrowers in the last three
years.

It;is Styles Hotel in Jerusalem

EE .........

““From the moment we
started dealing with the
Palestine ljara Company,
there was no doubt about
the facilitative and impactful
role ljara plays in enabling
enterprises to acquire pro-
ductive equipment using an
easy and swift mechanism.
This has reflected positively
on Pharmacare Company.

)

Sharakat’s Investment Mechanism

e Focus on productive and services sectors, and strategic geopgraphical locations such as

Jerusalem and Aghwar;

e Invest in established enterprises with high potential for growth and expansion, as well as

promising start-ups;

¢ Inject up to 3 Million USD of capital in return for a minority equity share not to exceed 40%

e Exit investments in 5 to 7 years; once enterprises reach sustainable profitability.
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The Targeted Sectors

In 2016, Sharakat will focus on various productive industries and services sectors with healthy finan-
cial returns and positive social impact. It will particularly target the agro-food industries industries,
agriculture, textiles, paper, plastic, chemicals, leather, wood, information and communication technol-
ogies (ICT), tourism, health and education (including vocational training). Moreover, Sharakat will pay
particular attention to the micro financing sector to expand the scope of lending services provided to
small companies and facilities to include young entrepreneurs and youth. Geographically, Sharakat will
continue to provide special attention to Jerusalem and to the marginalized areas in Al Aghwar and Area

C, especially in support of agriculture.

Future Goals
e Toinvest approximately 35 million USD in small and medium-sized enterprises (SMEs)

e To continue focusing on productive and food industries, as well as agriculture..

Value added to portfolio company

In additional to the risk-free growth capital injection that it brings, Sharakat provides its portfolio companies
with organizational governance and technical support to assist them improve their efficiency, expand their
trade activities and develop their productive capacity and quality. Companies will also benefit from the large
local and regional network of Sharakat and PIF as a whole. Sharakat enables small companies to grow
faster and compete more effectively.

Sharakat’s Partner

e Al Quds Holding Company: A Jerusalem based investment company dedicated to make investments in Jerusalem.
e Arab Fund for Economic & Social Development: Youth employment program (Ebda’)

e Middle East Investment Initiative: Loan guarantee program for Small & Medium-Sized Enterprises

e Overseas Private Investment Corporation (OPIC):

e |oan guarantee program for Small & Medium-Sized Enterprises

e |slamic Corporation for the Development of the Private Sector (ICD): Finance and support private sector projects in
accordance with the principles of the Islamic law - Co-Investor in liara Company.

e Palestinian Development Fund (PDF): Credit facility for small and medium sized enterprises in Jerusalem
e Sadara Ventures Fund — Venture capital firm targeting the Palestinian IT sector - Co-Investor in SoukTel Company
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Sharakat’s Equity Investment Portfolio

Palestine ljara Company - Islamic leasing

PAL FARM Company — Agribusiness

Ibis Hotel (Jerusalem) — Tourism

SoukTel Company Information Technology Sector (IT)

Palestine for Credit & Development (FATEN) — Microfinance

Asala for Lending & Development — Microfinance

Iben Sina Hospital - Healthcare

Al Quds Holding Company — Real Estate, Tourism, IT and Education in Jerusalem
Ibtikar Fund — Information Technology Sector (IT)

The Specialized Arab Hospital ~Healthcare

¢ .
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Portfolios

03

ASWAQ Company for Investment

The investment portfolio of Aswag Company encompasses
the strategic investments of PIF in the most significant
companies working in Palestine. The presence of the
PIF as a major investor in these Palestinian companies
is considered a great addition to the value and to these
companies and a strategic key partner with abundant
investment capabilities investment partner which
enhanced the financial indicators of these companies
in particular, and leveraged the performance of the
Palestinian economy in general.

Palestine Investment, and through ASWAQ Company
invests in companies that have high market value and
which have reached an advanced stage of operational
stability in a way that guarantees the attainment of the
required returns to finance the plans for expansion as well
as dividends distribution to shareholders

By investing in these companies, PIF aspires to
achieve both medium and long-term stability for these
companies and to work on empowering their operational
performance and enhancing their level of efficiency where
PIF representatives in these companies’ board of directors
utilize their accumulated experience for the sake of these
companies. Also, aiming to achieve the required returns
and dividends which will be deployed in the investment
programs of PIF with developmental and economic
objectives.

The investment portfolio of ASWAQ includes investments
in various vital economic sectors to encompass
telecommunications banking services, trade and supply
chains, heavy and light Industries as well as medical
services. The investment portfolio also includes most
of the significant investments in tourism & hospitality
sector under the umbrella of Yabous company which is a
subsidiary of Aswag company.

The following is a list of companies that ASWAQ
invests in:

e Palestine Telecommunications Group (PalTel)

e Palestine Islamic Bank- ISBK

e Arab Islamic Bank- AIB

e Bank of Palestine- BOP

¢ Quds Bank- Quds

e Arab Palestinian Investment Company (APIC)
e Palestine Industrial Investment Company (PIIC)
e Arab Specialized Medical Complex Company

e Birzeit Pharmaceutical Company (BPC)
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e Yabous Company for Tourism In-vestments

e \Wataniya Mobile- WM

The Investments of the ASWAQ Company Portfolio
based on the various sectors:

Communications
@ Banks
Trade

Medical Services
Tourism and Hotels
@ Other

Palestine Telecommunications
Group (PalTel Group)

The first operator in the telecommunication Services in
Palestine, wherein PIF is considered a co-founder. PalTel
started its operations in 1997 as a public shareholding
company for the purpose of providing wired and wireless
telecommunications and internet services in Palestine.
The Group has been able to achieve the highest standard
in telecommunication services by wisely investing in
modern technologies, telecom infrastructure and human
resource development.. PalTel Group is with the largest
market value in the Palestine Exchange (PEX) having a
value of about 1 billion Dollars.

The Net Profit of PalTel in 2015 reached 83.1 million
Jordanian Dinars.

Palestine Islamic Bank - ISBK

The Palestine Islamic Bank provides banking services in
accordance with the provisions of Islamic sharia (canon).
The declared Capital of this bank is 100 million dollars
and the Paid-in Capital is 50 million dollars which will be
gradually raised in the upcoming years to reach 75 million
dollars to comply with the instructions of the Palestine
Monetary Authority (PMA). This bank has a network of
21 branches in the different parts of Palestine and it has
about 450 employees. In 2012, the Palestine Investment
Fund (PIF) acquired a strategic share in this bank to reach
34% of this bank’s shares, hence PIF is considered as the

® Industry/Manufacturing



largest shareholder in this bank through its direct and indirect shares and also through ASWAQ Company for Investment
Portfolios.

The Net Profit of the Palestine Islamic Bank achieved a 58% growth between the years (2013-2015); reaching 6.5 million
Dollars in 2013, 7.5 million Dollars in 2014 and about 10.03 million Dollars in 2015 respectively.

Arab Islamic Bank — AIB

The Arab Islamic Bank is the first Islamic bank in Palestine when it was established in 1995. It started its banking activities
at the beginning of 1996 and it offers a set of banking, financial, and investment products in accordance with the
provisions of Islamic sharia (canon) by providing contemporary Islamic banking solutions and high-quality services through
its network of 11 branches employing 300 employees.

The Paid-in Capital of this bank is 50 million dollars and the bank is working on raising it to reach 75 million dollars in the
coming years to comply with the instructions of the Palestine Monetary Authority (PMA), The bank has recorded a net

profit of 5.2 million dollars in 2015.

Bank of Palestine- BOP

The Bank of Palestine was established in 1960 with the vision of promoting banking services in Palestine, as well as
to finance the development of projects and to meeting the demand on the financial and banking needs of the various
segments of Palestinians. The Bank of Palestine is one of the largest national banks in the country and it has the second
largest market value in the Palestine Exchange (PEX) with a Paid-in Capital of 185 million dollars.

It is considered one of the most widespread in terms of number of branches, offices and automated teller machines
(ATMs). Moreover, the bank has a qualified staff who provide services to more than 600,000 clients including individuals,
companies and organizations.

BOP owns a strong financial position with total assets valued at 2.47 billion dollars in 2015 which grew by 15% when
compared to year 2014. The net profit of 2015 reached 43.1 million dollars compared to 40.2 million dollars in 2014.

Al Quds Bank- Quds

Al Quds Bank was established in 1995 as a limited public shareholding company with a Paid-in Capital of 55 million
U.S. Dollars. The bank runs its activities through a network of 27 branches and offices spread across the country and is
considered one of the first local banks which rendered their banking services after the establishment of the Palestinian
National Authority.

In 2015, the bank’s Pre-tax Profits was about 12.2 million dollars, compared to 10.2 million Dollars in 2014.

Arab Palestinian Investment Company (APIC)

After establishing the Arab Palestinian Investment Company (APIC) in 1994, APIC became one of the leading companies
in the Industry, distribution and services sectors by enabling local consumers to choose high-quality services and products
which were not previously available in the local market or were being imported at high costs.

APIC’s investment portfolio is quite diverse and it includes the industry sector, trade, advertising services and shopping
centers. In a great leap which reflects the public’s confidence in this company, the shares of APIC were incorporated in
the Palestine Exchange in 2014. The company recorded a net profit of 12.4 million dollars in 2015 with a growth rate of

9.4% when compared to the previous year.
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The APIC group includes the following companies which provide the Palestinian market with high-quality products and
services:

o Palestinian Automotive Company ° SKY Advertising, Event Management & PR Company

o Siniora Food Industries Company o National Aluminum & Profiles Company

e Arab Palestinian Shopping Centers Company (“PLAZA”) e Arab Palestinian Storage & Cooling Company

e Medical Supplies & Services Company e  Central & West Africa Company for Commercial Agencies

° UNIPAL General Trading Company

Palestine Industrial Investment Company (PIIC)

It is an industrial holding company which was established in 1995 as a specialized investment company in the industrial
and agricultural sectors. The PIIC’s stock has been traded in the Palestine Exchange (PEX) since 2002.

Among the most important investment projects of this company is the Palestine Poultry Company (“AZIZA”) and Palestine
Plastic Industries Company (PPIC) and both of the companies are incorporated in the PEX (Palestine Exchange). recently,
PIIC conducted an acquisition over Al Pinar Daily Products Company all of which to effectively provide and improve the
level of food security in Palestine. Also, the company is one of the owners of the Vegetable Oil Industries Company, Golden
Wheat Mills Company (GWMC) and the National Carton Industries Company (NCI).

In 2015, the Palestine Industrial Investment Company (PIIC) achieved Pre-Tax Profits of 6.5 million Dollars.

Arab Specialized Medical Complex Company - ASMCC

ASMCC runs and invests in a number of leading hospitals in the Palestinian health sector, such as the Arab Specialized
Hospital in Nablus and the Istishari Arab Hospital (IAH) in Al-Reehan suburb to the north of Ramallah, which rendered its
medical services at the beginning of 2016 and was established with an advanced level of technology, equipped with the
most contemporary equipment and hiring a professional Palestinian medical staff. For the first phase the new hospital
(IAH) has a capacity of 150 beds , which will be gradually increased i to 330 beds in the next two years, including 75
specialized beds, all of which to fulfill patients’ needs and expectations which are not available in other governmental
and private hospitals. Such investments will positively scale down utilization of medical services outside Palestine which
are of financial burdens to the Palestinian government and the Palestinian Medical Service sector .PIF and ASWAQ —
and through such investments- aims to introduce a transformation in the concept of Medical Services inside Palestine;
especially since this hospital will provide about 1,000 job opportunities upon the completion of next phases.

Birzeit Pharmaceutical Company- BPC

The leading Palestinian company in the field of pharmaceutical/medicine production. BPC produces around 300 types
of high-quality medicines throughout ten production lines covering the various therapeutically specialized fields. The
company targets all types of clients in the local Palestinian market, including the Ministry of Health and local and global
health care organizations and programs in addition to the local consumers (through pharmacies and doctors).

BPC seeks to implement the requirements and instructions of certified quality- regulations and medicine manufacturing
practices in order to assure the continued and sustainable quality competitiveness. This company’s market is not restricted
to Palestine; it also exports its products to global markets directly to reach East Europe and Algeria , while continuously
seeks to open new markets for its products.

In 2015, the company achieved Net Profits of 4.9 million Dollars, compared to 4.2 million Dollars in 2014.

Palestinian Yabous Company for Tourism Investments (Yabous)

In implementation of PIF envision for restructuring its local investments in Palestine; PIF investments in tourisms and
hospitality were integrated/ consolidated under Yabous which is a 100% subsidiary of ASWAQ .

Yabous is considered a significant investor and shareholder in most of the strategic tourism investments in Palestine,
empowered with strategic PIF partners from Palestine and abroad.. Such investments include the chain of 5 stars Grand
Park hotels in Ramallah and Bethlehem, Arab Hotels Company which owns the 5 stars Movenpick hotel in Ramallah,
Palestine Tourism Investment Company (PTIC) which owns and operates the famous ancient Jacir Palace Hotel in
Bethlehem.
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Moreover, Yabous includes PIF investment in the “Convention Palace
Company” (CPC) in Bethlehem, as well as several hospitality projects
in Jerusalem in true implementation ofPIF’s determination to support
the steadfastness of Jerusalem and to initiate new investments which
enhance the life of its residents and open new investment horizons
by exploring partnerships with local and regional investors.as well as
creating new job opportunities which will improve living conditions in
the city of Jerusalem

Wataniya Mobile- WM

The services of Wataniya Mobile Company were launched in 2009
in partnership between the Palestine Investment Fund (PIF) and
the National Mobile Telecommunications Company (NMTC) which
is owned by the Ooredoo Group. Wataniya Mobile is the second
licensed mobile operator in Palestine.

The license of Wataniya Mobile includes the installation and
operation of the Global System for Mobile Communication (GSM/)
and the 3G (third generation) network, as well as providing data
telecommunications services in the West Bank and Gaza, in addition
to providing international telecommunication services.

Wataniya Mobile has prepared an ambitious plan for the years 2015-
2017 aiming to promote its identity/ brand and expand its client base
in the West Bank and Gaza Strip. Moreover, the financial indicators
of Wataniya Mobile started recovering as shown in the next diagram.
Despite the Israeli impediments through blocking the frequencies of
Wataniya Mobile and disrupting the entrance of operational equipment
into the Gaza Strip; Wataniya Mobile has succeeded in releasing some
parts of the telecommunication network equipment into the Gaza
Strip in 2015. Simultaneously, Wataniya Mobile prepared business
plans to launch its operations in Gaza Strip immediately after receiving
the approval from Israelis.

Side by side with the launch of such operations at Gaza, the Company
is working on a plan to launch the 3G services in the near future
where the Israelis had recently approved such step and long years
of rejection.

Such advancement in the provided service by Wataniya Mobile
will enhance the overall market share as well as the financial key
performance indicators (KPlIs

The market value of ASWAQ
in the Palestine Stock
Exchange

Exchange in particular.
million Dollars

Summary of the Financial Performance
at of the end of 2015

Number of clients @
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)
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GH e
million Dollars

In case there would be a
neutralization of currency exchange
fluctuations

Operational Revenues

W W wWw
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million Dollars

Operationa| Profits at the end of 2015

21.5

million Dollars )
Upon the neutralization of the

currency exchange fluctuations,
the operational profits will reach

24.6

million Dollars

Reduction of the Net Loss

At the end of 2014

16.5

million Dollars

At the end of 2015

With a real
improvement 5 1
of 88% ®

million Dollars

ASWAQ Company is considered one of the largest investors in the Palestine Ex-
change, and the presence of such large investors is only clear proof that there has
been a maturity in the investment environment governing the work of the Palestine
Exchange, whereas ASWAQ has contributed in supporting the Palestine Exchange’s
efforts to move to global markets and target foreign capital. This combination will

inevitably lead to positive effects and results in the market’s components in general,
and will create promising opportunities for the companies included in the Palestine

Mr. Ahmad Aweidah,
Chief Executive Officer of the Palestine Exchange (PEX)
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tment Portfolios

Khazanah serves as the PIF’s investment arm in global and regional
ital market investments in Palestine. Its main objective is to achieve a l
its professional platform to manage the PIF asset allocation over the me
the PIF to diversify its investment portfolio and moderate its investment ri

In addition, it manage the PIF liquidity over the short to medium term to enhance the overal
and provides the PIF with an acceptable stream of income in terms of cash dividend and in

The total capital markets assets under Management (AUM) stands at $ 125 million as of
2015. These assets reflect the new structure for Khazanah investment, as MENA equity repre:
the allocation, 10% for Global public and private equity, 33% for Rasmala Palestine Equity Fun
for MENA and Palestine fixed income portfolio.

Rasmala Palestine Equity Fund

The Rasmala Palestine Equity Fund was established as one of the most effecti
stocks in order to attract local, regional and international investment or
Stock Exchange (PSE). :

The Fund seeks to achieve long-term capital appreciation by investing in a di
and value stocks listed on the Palestine Stock Exchange (PSE), in securities al
public offerings as well as securities at their initial public offering. The fund foc
tors: banking, telecommunications, investment, and pharmaceutical. The fund
above the Al-Quds Index.

The Fund asset under management stands at USD 46.5 million as of end of 3rd qu
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Palestine for Development Foundation (PsDF) was established by
the Palestine Investment Fund to become its arm in the field of
Corporate Social Responsibility (CSR) and community develop-
ment. This Foundation bears the responsibility of implementing
the PIF strategy in the field of Community Investments through the
financial resources of PIF, in addition to leveraging the good will
and interest of other equally minded funders.

The Vision of Palestine for Development Foundation is to
strengthen leadership, innovation, and knowledge transfer in the
Palestinian society and to enhance the role of SMEs (Small and
Medium-Sized Enterprises) since they are a source of providing
job opportunities and a source for having a fixed income.

Palestine for Development Foundation currently runs an integrat-
ed program of social responsibility and youth empowerment initi-
atives, along with all the social responsibility programs that were
implemented by PIF in the past; including the economic empow-
erment program for Palestinian refugees in Lebanon which used
to be run by PIF

46 PALESTINE INVESTMENT FUND

After having enrolled in the
“My Project Starts with an
Idea” program, this project
became everything that | aspire
for; it became a dream to me
but this dream will one day
become real. After three or
four years of implementing
this enterprise, | can see it
becoming a large place having
an area of 400 meters or more,
distributed on two floors:

the upper one having sewing
machines with all its interfaces
having soundproof glass so
that the clients would be able
to see the manufacturing
location, while the lower floor
would be the display/exhibit
place and all the internal walls
would be made of wall paper
on which there would be the
drawing of large-sized designs.
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The Economic Empowerment Program for Palestinian Refugees in Lebanon

The Economic Empowerment program for Palestinian refugees in Lebanon offers loans for implementing small and micro
start-up. This program was launched in 2012 with a capital amount of $1 million U.S. to provide small loans at low interest
rates. These loans contribute to providing an income to the beneficiaries create job opportunities and improve the living and
economic conditions of the Palestinian refugees in Lebanon.

This program expanded its scope of activities and its capital rose to $1.5 million U.S. and there are future plans to expand
the value of this program’s portfolio to $2.5 million in 2016. Until the end of 2015, were financed more than 1,500 enterprises
(with an estimated value of $2.2 million) in five different sectors.

Jerusalem Grant Facility

Small and Medium-Sized Enterprises (SMEs) are considered the core of the Palestinian economy because of their prominent
role in the process of economic and social development. Through the Palestine Development Foundation, PIF sees that the
economy of Jerusalem is heavily reliant on the efficiency and expansion of such enterprises. This cannot be achieved without
raising the managerial, financial and operational capabilities of these enterprises, hence increasing the job opportunities
of Jerusalemites and supporting business and economic activities in the city. This in turn would enhance and solidify the
steadfastness of Jerusalem residents. Based on the aforementioned, the Palestine Investment Fund, in cooperation with
the European Union, launched the Jerusalem Grant Facility in the beginning of 2014 to support small and medium-sized
enterprises. This program targets small and medium-sized enterprises in Jerusalem that are mainly working in a number of
economic sectors such as tourism, industry, trade, Information Technology (IT) and tourist transportation; and this program
provides funding in the form of grants to the enterprises that demonstrate their ability to utilize the grant to implement an
expansion plan and develop their work for the purpose of achieving sustainable growth and making their enterprises more
attractive to investors. PIF has implemented the first and second phase of this project and has given 15 grants to enterprises
working in various economic sectors.

The Youth Program

In 2013, PIF launched a program called “My Project Starts with an Idea” based on its keenness to empower young people.
This program aims to motivate and encourage youth to start engaging in the job market during their university days by having
them develop enterprises from a simple idea all the way to the real business world. The Palestine Development Foundation
introduced the “My Project Starts with an Idea” program in 2014 and 2015 through consolidating the elements of experience
and learning in this program by bringing business experts to orient the students in a direct and specific manner so that
they would pursue the necessary steps to start their own businesses. In addition to that, there is the orienting of students
to develop currently-existing enterprises (such as their parents’ or relatives’ businesses). A total of 35 enterprises were
selected out of 470 business proposals submitted from eight Palestinian universities (Birzeit University, Palestine Polytechnic
University, Palestine Technical University - Kadoorie, Al Quds University Abu Dis, An-Najah National University, Al-Quds Open
University, Palestine Ahliya University and the Arab American University of Jenin). Support was given to them to develop their
own ideas and to develop their family enterprises through the direct training and orientation of experts and specialists. Also,
the administration and coordination of this project were done in cooperation with Birzeit University’s Center for Continuing
Education.

Palestine Development Foundation will launch in August 2016 its Youth Empowerment Program, in partnership with different local
institutions and and International organization interested in Youth empowerment and are key players in this matter . This project will
include the students of Technincal Colleges and universities and educational institutes and Youth with technical background only. This
Youth Empowerment Program includes several approaches that focus on providing the opportunity to learn some key skills for the
start-up of a business enterprise. Moreover, a well-focused direction and guidance will be given by the experts who will orient these
young entrepreneurs to locate the organizations and companies which can help them in financing their private businesses.

47 Annual Report 2015



Photos of @ @ ﬂ 5

Speech of Dr. Muhammad Mustafatitled: “Palestinian Economy between Internationalization and Localization” at the
Masarat Conference
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The'signing of an agreement between Sharakat and the Palestinian

The launch of “Bonyan” program of the
Sanad Construction Industries Company Food Industries Union (PFIU)
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PALESTINE INVESTMENT FUND COMPANY P.L.C
CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2015
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Independent Auditors' Report to the Shareholder
Palestine Investment Fund Company P.L.C

We have audited the accompanying consolidated financial statements of Palestine
Investment Fund Company P.L.C (PIF), which comprise the consolidated statement
of financial position as of December 31, 2015, and the consolidated income
statement, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies and other
explanatory information.

Board of Directors' Responsibility for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of
these consolidated financial statements in accordance with International Financial
Reporting Standards, and for such internal control as the Board of Directors
determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or
error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. We conducted our audit in accordance with
International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditors' judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity's preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are
appropriate for the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of PIF as of December 31, 2015, and its financial
performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Ernst & Young - Middle East
License # 206/2012

éqN{- +3{>uma,
April 26, 2016
Ramallah, Palestine

A member firm of Ernst & Young Global Limited



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at December 31, 2015
(US$000%)

Assets

Mon-current assets

Property, plant and equiprment
Goodwill

Investrment, propertiss
Projects in progress
Investments in asscciotes
Investrnent ina joint venture
Held- to=rmaturity financial assets
Availahle-For-sale investments
Other tinancial assets

Current assets

Properties ready for sale
Accounts receivablz

Other current assets

Cash and deposits at banks

Total assets
Equity and liahilities

Equity

Paid-in share capital

Sharzholdar's current account
Statutory reserve

Voluntary reserve

Foreign currancy translation reserve
Available-tor-sale reserve

Retained sarnings

Tokal equity attributable to shareholder
Man-contrelling interests

Total equity

Mon=current liahilities
Long-term lnans
Deterred tax labilities

Current liabilities

Current portion of long-ferm loans
Accounts pavakle

Provisions and cthar current liabilities
Provision torincome {zx

Total liabilities
Total equity and liabilities

The attached notes 1 to 38 form part of these consolidated financial statements.
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CONSOLIDATED INCOME STATEMENT
For the Year Ended December 31,2015
(US$000%)

Dperating revenues
Cost of zales
Operating expenses

(zain trom investment in financial assefs
Intersst income

Change in kair value of investment properties
Share af associales’ resulls of operations
Share of joint venture's results of aperations
Investment expenseas

General and administrative expenses

Finance costs

Donations

Depreciation of properly, plant and eguipmesnt
Currency excnandgs loss

Other revenues, net

Profit before income tax
Income tox expense
Profit for the year

Attributable to:
The sharcholder
Man-controlling interests

The attached notes 1 to 38 form part of these consolidated financial statements.

.5 5 000's
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26 231,907 207,550
26 {178, 1943 [156,228)
26 (20,014 (15,407
35,699 33,915
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35,966 26,691

35,345 3A8,237
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35,965 36,5691
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For the Year Ended December 31,2015

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Profit for the yvear
Other comprehensive income:

Cther camprehensive income to be reclassified
to profit or loss in sabsequent peringds:

Met loss on availlzble-for-sale investments
[Deferred taxes related to ather comprehensive
income iberms

Foreign currency franslation
Tatal ather comprehensive income

Total comprehensive Income for the year

Attributable to:
The shareholder
Man-conkralling interests

PALESTINE INVESTMENT FUND

The attached notes 1 to 38 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the Year Ended December 31, 2015

(US.$000%)

2015

At January 1, #2015

Prof’t “or te year

Other comprekber

Tolal Cormprzhoasiv e incame
lor Lhiz wenar

Zharehclder's current
account (note 1687

Mt rihgted cividends (note
2

Interim d

Transfers

At Decembper 31, 2015

idencs (note 207

2014

AL January 1, 2014

Proft “or tne year

Drher cormprebersive income

Total comprehansive income
for the year

Shareholdsr's currént
account (nobe 187

Distributed cividends (note
207

Interim dividencs (note 207

Transfrrs

Changs n nor- cantralling
interasts

Al Decomber 31, 2014

Artrkumable tn the sharehn der

Fareign
Paid-in SATEACY fovai abile- M-
shiae o Slalulory Walurilars Jrarmslatior [or-sale conibrodlng Tol,
capilal aLcounl R rserye TORDIWD rosor s Tall inlercsls cipuily
LR T (" 0F,55L) Q0,555 A3 H=1HES)] AR, AR 749,514 RE6, TAY 97 R B97, 7RG
- - - - - - 35,346 325,344 a2y 35,966
- - - - =] {10,263 - (20,2650 - (10369
- - - - L] 3h346 24,8977 [ 25,597
(3,839 [3,539% (3,639
- P00 - - - - (0,008 - - -
- (5, 0000 - - - - - (5, 2000 - 5, 000
- - 3,535 3533 - - (7070 - - -
GE5,000 (51,393) 94, DEE 29 6ES 5lh) - A7, ra0 18927 1,395 14,521
ALL7ibubal e Lo Lhe sharelolder
Far=ign
Faid-in Shareholder’s CUFTENCY Available- Mon-
share current Statukory Vol antary translat'cn for-zale Retained conzreling Tatzl
capita account resere TESEMVE resere rE5Erve Earmings Tazal nterasts equity
S22,000 [119.271) B, 22T 22,507 L s d2.440 28,525 675 102 1420 ETE562
36,237 36,237 434 16,691
- - - - (1,547 (3, 7H0) - 15,3771 - [5,377)
- - - - (1,512 (3.78a) 36,237 30,910 4341 31,361
- (1,233 - - - - - {1,223 - [1.283)
- 24,000 - - - - (26,000 - 1,000 [, 200y
- (8,000 - - - - - {8,000 - 18,2000
- - 3,624 3,64 - - LA - - -
- - - - - - - - 122 1z2
G25,007 (102 5ad) S, 553 26,131 (504 2B, B 24,514 BO6, TEY 97 A5T, THA

The attached notes 1 to 38 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended December 31,2015
(US.$000%)

Operating activities

Frofit bofore tax

Adlustmeants:

Mesl inberesl

Shre ol associales’ resulls ol operalicns
Shwre al joinl werlure's rasall o opealions
Charge infair value of investmant proporties
Galn from investment In financlal assets
Gain from sale of Investment propertles

(Rocoworyy pravision of dednt ol receivables and
advances

| ngs (gaind fraom sale of property, plant and equipment
Cepreciation of proparty, plant and aoulpment
Other non-cash tams

Working capital adjustments:

Accoanls receivalls

Olhuer currenl assels

Accounts payablz

Frowigions anc wlhar cureeol labililizs

Incoina Llay paid

Change inreslnicled cesh

Met cash flows (used in) from operating activities
Investing activitles

Avallable-for-sale investments

Furchase af halc-te-rmatarliy financlal assats
Furchase of property, plert ang eguipment

Sale of property, plant and cgJipmont
Investment proportios

Jaint vonture

Farchase of investment in associates

Frojects in progress and properties ready Sor s3le
Loans cranted

Cividends ard interest receivec

Change in term depeosits maturing a%er three menths
Met cash flows from (used in) investing activities

Financing activities

Cash divicends paid

Shareholcer's currenk account

Frodescs tram term leans

Selllemanl ol Lenm [eans

Charge e nan-cenlboelling inlaresls
Firgnee cosls paid

Met cash tlews used in tinancing activities

Decrease in cash and cash equivalents

Cash and cash egaivalents, beginning of the yoear
Forcion curreny translations differcnccs

Cash and cash eguivalents, end of the year

L%, = DH)"s

Mokes 2015 Z0.4
3Tell 44,023
(8313 (1,544)
(4,230 EEE
B3 G458
(1,8%4) (7.B51)
(15, 555) [1&,145)
(T (a41)
(938 143
xS (7018
06,524 0,027
(1, TE2) (2, 12E)
19,647 1,400
(15, 188) (4,200
(2,038 o7
G27 2,164
i 1,884
(5,248 (5, 5080
(1,058 (137
(2 BEE) 7,314
(3L.0azh [22,502)
1,000 (3,180
(5,250 (2,508)
11 A4
1,497 2,200
(137} (2507
[ ey (e, 826)
7E24 3,008
(4500 (353
13823 17,242
L8570 235
1,795 (5, 7100
(5,000 (8,000
9,705 (11,520
691 4,538
8,709 (3,306)
- 122
(1,831 (1,450
(25,539 (19,6252
(27,121 (17,521
ale13 o0L0EY
[+] 47
15 o34, 468 81,513

The attached notes 1 to 38 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended December 31,2015
(US.$000%)

1. Corporate information
The Falestineg Irvestment Fund (FIF), a Fublic Shereholding Compary, was
incarporated in Gara under registration number 562600718 on March 17, 2003,

The sharehalder of PIF is the Palestinian peopls represented by o General Assemblby
that is compoased of thirty members fram the Pzlestinian public,

PIF aims to engage in various types of investments that promote econamic arowth
and infrastructure develaopment in Falestine, PIF seeks to achieve sustzinable lang-
tarm  economic prosperity tor Palestine  through  domestic private  sector
investments as well as aitracting foreign-investments.

FIF's consolidated financial statements as at December 31, 2015 were authorized
ror issnance by the Board of Qirectors on April 26, 2016,

2. Consolidated financial statements

The censolidated financial statements are compossd of the financial statements of
PIF and its subsidiaries as at December 21, 2015, PIF's direct and indirect
menership inits subsidiaries" subscribed capital was as follows:

Crwnien ship
b
Activity 215 2014
Sanad Constructizns Industrics Trade 100 100
Bulk Express Company Transpor L licn &0 =0}
Arnaan Raal Zslale Gioup Rzl pslale invesliman] 100 1000
Khazaneh Financial Investments Company Financial investmsnt 100 1000
Sharakat for Gmall and Mid-size investmants  Financlal Investment 100 1400
Aswan for Investment Portinlins Company Financial investment 100 1100
Imvestment in rezl
Cthers estate and sacurities 100 1000

Mok of PIF subsidiariss operate in the Palesktinian Mational Authority territories,

3. Basis of preparation

The cansalidated financial statemsnts of PIF have besn prepared in accordance
with International Financial Reporting Standards (FRS) as issued by the
International Accounting Standards Board (IASEYL

The conzalidated tinancial statements have been prepared under the historical cost
basis, except for availzble-for-sale investments and investment properties that are
measurzed at fair walue as ot the tinancial statements dzate. The consolidated
fimancial stalements have been pressnied in U5 Dollars which is the funetional
currency of PIF, All values except when otherwise indicated, zre rounded to the
nzarest thousand dollars (U.5. $ 000's),
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Basis of consolidation

The consalidated financial statements comprize the financial statements of PIF and
ite subsidiaries as at December 31, 2015, Contral is achieved when PIF s exposed,
or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its powsr cver the investes,

Speciticelly, PIF controls an investea it, and only it, PIF has:

- Power over the investee (e, existing rights that give it the current ability to
direct the relevant activities of the investes)

- Exposure, or rights, to variahle returms from its involvement with the
investes, and

Thie ahility toruse its power over the investee ta affect its returnz

Whean FIF haz lexs than a majority of the vokbing or similar rights ot an investas, PIF
cansiders all relevant facts and circumstances in assessing whether it has power
over an investes, including:

= The contractual arrangement with the other vote holders of the investes

- Rights arising fram other contractual arrangements

- PIF"s voling rights and potential valing riahts
FIF re-assesses whether or not it controlz an investee If facts and circumstances
indicate that there are changes to ane or mare of the three zlements of contral,
Cansolidation of 2 subsidiary begins when FIF obtains control aver the subsidiary
and ceases when PIF (oses control of the subsidiary. Assets, lizbilitiss, incorme and
expenses of a subsidiary acouired or disposed of during the year are included in the

consclidated financial statemants from the date PIF gains control until the date PIF
ceases [o contral the subsidiary.

Frofit or loss and sach component of cther comprehensive income (QC1H are
attricuted to the equity nclders of the parent of PIF and to the non-caontralling
interesks, even if this results in the non-controlling interests having a deficit
halance,

All intra-group halances, unraalired profits or losses and cash dividends relating to
fransactions between subsidiaries are elirminated in full.

A& changs in the ownership interest of a subsidiary, withoul & loss of conlral, s
accountad for as an eguity transaction.

If PIF lozes control over a subsidiory, it derecognizes the related gssets (including
goadwill), labilities, non-contralling interest and other components of egquity while
any resultant gain or loss is recognised in profit or less, Any investment retained is
recagnised at fair value.
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Changes in accaunting policies

The accounting policies adopled are consistent with those of the previous financial
wear except that PIF hos odopted the following amended IFR: ond 145 as of
Jdanuary 1, 2015, The adaption will not have an effect an the financial pasition or
performance of Company:

Amendments to IFRS 2 - Business cambination

The amendment is spplied prospectively and clarifies that all centingent
consideration arrongements classified as liabilities {or assetsy arising from a
business combination should be subsequently meazured at fair value through profit
ar loss whether ar net they tall within the scope of 145 259, This 15 consistent with
PIF's current zccounting policy and, thus, this amendment did not impact the 2IF's
gccounting policy,

Amendments to IFRS 8 - Operating segments

The amendments are applied retrospectively and clarity that:

Anentity must dizclose the judgmants made by management in applying the
aggregation crileria in paragraph 12 of IFRS 8, including a briel description of
aperating segments that have been aggregated and the economic characteristics
(e, sales and gross margins used to assess whather (he segments are “similar’,

- The reconciliation of seqment assets to total assets is only required to be
disclosed it the reconciliabion is reported to the chiet operating decision maker,
similar to the required disclosure Tor segrment liahilities.

Amendments {o 1AS 24 - Related parly disclosure

The amendment is applied retrospectively and clarifies that a managerment entity
(an enkity thab provides key managemesnt personngl sarvices) is a ralated party
subject to the related party disclosure, In addition, an entity that usss a
maragernent entity 1s required to disclase the expenses incurred for manzgement
services, This amendment is not relevant for PIF as it does nob recelve any
management services fram ather entities.

Amandmeants tno 1AS A0 - Invastmeant properties

The description of ancillary services in [AS 40 differentiztes between investment
properties and owner-cooupied property (e, property, plant and equipmenty. The
amendment s applied prospecltively and clarifies that [FRS 3, and not the
description of andllary services in 1A% 40, is used to determing If the transaction 75
the purchase of an asset or a husiness cambination. In previous periods, PIF has
relied an IFRS 3, nof 1AS 440, in determining whether an acquisition i= of an asset ar
is a business acouisition. Thus, this amendment did not impact the accounting
policy af PIF,

Standards issusd and not yet effective

The following standards and amsndments have been issued but are not wvet
mandatory, and have not been adopted by PIF, Thesa standards and amendments
are those that PIF reascnably expects o nave an impact on disclosures, financial
position or pertormance when applied at & future date. PIF intends to adopt these
standards when they become effective,
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IFRS 9 - Financial Instrumsnks

During July 2314, the [ASE issued IFRS S “Financial Instruments” with all the three
phases. IFRS @ sets out the requirsments far reccanizing and messuring financial
assetz, financial liahilities and some contracts to boy or 521 non-tinancial items,
IFRES 9 replaces 1A% 39 “Financial Instruments: Recognition and Measurement®™.
IFRS 2 as issued will be implemented at the mandatory date on 1 January 2018,
which will have an impacl on the recognition and measurement of financial assels.

IFRS 15 - Revenue from Contracts with Customesrs

IFRS 15 establishes a five-step maodel to account for revenue arising from contracts
with custamers, Under IFRS 15, revenue is recognised at an amount that reflects
the consideration to which an entity expeclts to be eplited in eschenge Tor
transferring goods ar services to a customer.

The standard is effective for arnual pericds beginning on or after 1 January 2018,
and early adoption is permitted. PIF is currently assessing the impact of IFRS 15
znd plans to adopt the new standard on the reguired effective date,

IFRS 11 (Amendments) - Jaint srrangements: Accounting for zcquisition of
interest

The amendments o IFRS 11 reguire that a joint operator accounting for the
gcquisition of an interest in a joint operation, in which the activity of the joint
aperation constitutes a business, must apply the relevant IFRS 3 principles for
business combinations accounting. The amendments also clarity thal a previously
held interest in a joint oparation s nob re-measured on the acquisition o an
additional interest in the same joint operation while joint control s refained. In
addition, a scope exclusion has been added to IFRS 11 to specify that the
amendments do not apply when the partics sharing joint contral, including the
reparting entity, are under commeon confrol of the same ulfimate cantrolling party,
The amendments apply to bath the acquisition of the initial interest in a joint
aperztion and the acquisition of any additional interests in the same joint operation
anrl are prozpectively effective for annual perinds heginning on or after 1 January
2015, with early adaption permitted.

185 16 and 1AS 38 (Amendmentsy - Clarifications of acceplatble melhods of
depreciation and amortization

Amendments clarily the principle in 1A% 16 and 145 38 Chal revenue reflects a
pattern of economic benefits that are generated from operoting o business (of
which the asset Is part) rather than the econamic bencfits that are consumed
through use of the asset. As a result, a revenua-based method cannot be used to
depreciate properly, plant and eguipment and may anly be used in very limited
circumstonces to amartize intangikble assets. The amendments are effective
prospectively Tor annual periods beginning an or after 1 January 2016, with early
adoption permitted,
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IFRS 10 =znd 1AS 28 {Amendments)y - Sale or Contribution of Assets between an

Investor and its Asaociate or Joint Yenture

Amendments addrass the conblict bebween IFES 10 and 1A5 28 in dealing with the
loss of control of 4 subsidiary that s sold or conbributed to an associate or joint
venture, Amendments clari®y that the gain or loss resulting from the sale ar
contribution of assets that constitule a buziness, as defined in IFRS 3, bebwsen an
inwestar and its asscciate or joint venture, is recagnized in full, Any gain or loss
resulting fram the sale or contribution of assets that do not constitute a business,
howewver, is recagnized only o the extent af unrelated investors” inferests in the
azsociate or joint venture, Theze amendments must be applied prospectively and
are effective for annual periods beginning an or after 1 Janusry 2016, with early
adeption permitted.

IFES 5 (Amendments) - Mon-current Asssts Held for Sale and Discontinued
Ciparakions

Aszets for disposal groups) are genergly disposed of either through sale or
distribution to owners, The amendment clarifies that changing from one of these
disposal methods to the other would mot be cansidered a new plan of disposal,
rather it is a continuation of the original plan. There 15, therefore, no interruption
of the application of the requiremeants in IFR5 5, This amendment must be applied
prospectively,

A5 1 cAmendments) = Disclosure initiatives

The amendments o A5 1 Prazentation of Financial 3tatements clarity, rathar than
significantly change, exisling 145 1 reguirements, The amendmenis clarify:

- The materiality requirements in 1AS 1

- That =pecific I'ne items in the statementizy of profit or less and OC1 and the
statement of financial pozsition may te dizaggragated

- That entities have flexibility as to the arder in which they present the notes
to financial statements

- That the share of OCI of gssociates and joint ventures accounted for wsing
the eguity method must be presented in zggregate as a single line item, and
classified hefwean thoss items that will or will nat be subsequently reclassified 1o
profit or loss,

These amendments are eflective Tor annual periods beginning aon or after 1
January 2016, with early adoption permitted.

IFRS 16 - Leaszas

Curing January 2016, the 1ASE issucd IFRS L6 "Lezzes” which sets out the
principles for the recagnition, measurement, presentation and disclosure of leases,

IFRS L& substantially carries torward the lassor accounting reguirements in 1AS 17,
sccordingly, a lessor conbinues o classily ils leases as operating leases or finance
leases, and to occount for those two Types of leases differently.

IFRS 16 introduced a single lassee accounting madel and requires a lesses o
recognize assets and liabilities for sll leases with o term of more than 12 maonths,
unless the underlying azset is of low value. & lessee s raquirad to recognize a right
of-use gssel representing its right Lo wse the underlying leased assel and a lease
ligbility representing its obligation to maks lease payments.

The new standard will be effective Tor annual periods beginning an or after 1
January 2013, Early adaoption is permitted,
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Significant accounting judgrments, estimates and assumptions

The preparaticn of FIF's consalidated financial statements requires management to
make judgments, estimates and assumplions that affect the reporied amounts of
revenues, expenses, asssts and liabilities, and the disclosure of contingent
lizbilities, at the reporting date, However, uncertainty about these assumptions and
pztimates could result in cutcomes that conld require a material adjustment to the
carrying amount of the assel or lisbility affected in Lhe Tuture.

The below disclosures clarify PIF risk exposures;

- Financial risk managemsent objeckives and colicies (Mate 34)

- Capital management tNate 35)

The key areas involving a hignar degree of judgment or complaxity are describerd
beloa:

Impairment of nen-financial assets

Impairment sxists when the carrving valus of an asset or cash gensrating unit
excecds its recoverablz amount, which is the rtigher of its fair value less costs to
sell and its value inuse,

Provision for doubtful debts receivables, loans and advances

PIFs subsidiaries provide services [o a broad base of clignts, using certain credit
terms, while PIF provides loans for some of its @ssociates and investrment projecks.,
Whrs PIF and its subsidiarizs have abjective evidence that they will not be able to
collect cartain dehts, an estimate of the provision s made bazed on PIF and
subsidiaries” historical sxperience, to determing the level of debts that will not be
collected.

LIsetul lives of tangible and intangible assets

PIF's management reassesses the useful lives of tangible and intangicle assets, zand
adjusts it, if applicable, at each financial year end.

Prowision for incore tax

FIF and its subsidiaries use certain astimates in determining the provision tor
income tax. FIF's management believes that the estimates and assumplions used
are regsanable,

Fair value af financial instruments

Whers the fair valus of financial assetz and financial liabillties recorded n the
consalidated statemant of financial position cannaot be derived from active markeks,
they are determined using appropriale walualion Cechnigues including  the
discounted cash flows moadel, The inputs to these models are taken from
observable markels where possible, bul where this is notb Tzasible, a degree of
jucgrment i= required in establishing fair values, Jodgments include considerations
of inputs such as lquidity risk, credit risk and walatility. Changes in assumptions
anpout these factors could attect the reported tair value of financial instruments.

Impairment af qoodwill

The determinaltion whether goodwill = impaired requires an estimation of the "value
in use' of the cash-generating units fo which the goodwill 15 allccated, Soch
estimaticn requires management to make an estimate of the expected future cash
flows fram the cash-generating unit and also to choose a suitable discount rate in
order Lo calculate the present value of those cash Mows.
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FProwizion tor litigation
FIF's rmanagement provides, based on its legal consultants opinions, provisions
aqgainst amy lifigations.

Imvestment properties
The management relies on certified appraisers to determine the fair value of the
investrnent oroperties,

Summary of significant accounting policies

Revenue recognition

Fevenues are recognised lo the extent that it is probable that the economic
benefits will flow to PIF and it subsidiaries and the revenue can be reliably
measured. Revenue is measured at the fzir value of the consideration received,
ewcluding discounts, rebates, and sales taxes, The tollowing specitic recagnition
criteria musl alsc e mel before revenue is recognised;

Feal gslale sale revenue

RFeal estate zale revenue is recognised whnen the major risks and the real estate
anership are transferred o the buyer, which is usually when the real estate is
delivered. Interest income an properties instalments are recogrised inthe period in
which it ocours for all the instalment pariod,

Sale of goods

Rewvenue from the sale of goods i recognised when the significant risks and
rewards of ownership of the gocds have passed to the buyer.,

Hotel services revenus

Fevenues from rooms’ services and other facililies' services are recognized when
the outcome of the transaction can be estimated reliably, By referring to the
percentane of completion of the transaction &l the Mnancial statements date.

Interest incoeme

Fevenue is recognised as interest accrues using the effective interest rmethod,
under which the rate uzed exackly discounts estimated future cazh receipts through
[he eapzcied life of the Tinancial asset Lo the nel carrying amount of the financial
asset,

Investment income

zainz or losses on sale of investmants in sacurities are recognised at fhe date of
sale. Dividend reverue is recognized when the righl to receive the dividend is
estzblished.

Expenszes recognition
Expenses are recognised pased on the sccrusl basis of accounting.

Finance costs

Finance costs directly attrinatakle to the acouisition, construction or production of
an gssel that necessarily takes & substantial period of Lime Lo gel ready Tor ils
intended use or sale are capitalised as part of the cost of the respective assets. All
olher fnance costs are charged Lo the consolidated income statement in the period
they accur. Finance costs cansist of interest and ather costs that an entity incurs in
connzction with the borrowing of funds,
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Income tax

FIF provides for income tax in accordance with the Falzstinian Income Tax Law (or
in sccordance with the applicable tax regulations where the entily operales and
generates taxable income? and 1A% 12, which requires recegnizing the temporarily
differences at the reporting date as deferrad taves,

Incarme tax cxpense represents the accrued income tax which is calzulated based
an PIF's subsidisries taxable income. Taxable income may differ from accounting
incame as the later includes non-laxable inceme or non-deductible expenses. Such
incomedexpenses may oe taxablefdeductitls in the following years.

Current versus non-current classification

FIF presents assets and lizbilities in statement of financial position based an
current/non-current classificetion. An asset is current when it is:

Expacted to be realised or intended to sold or consumed in normal operaking
cyrlas

Held primarily tor the purpose of trading

Expecied to be realised within twelve months atter the reporting period

or

Cash or cash equivalent unless restricted from being exchanged or used (o
settle a lability for at least twelve montns after the reporting period

Al ot har azsets are classitied az non-current,

A liability 15 current when:
Itis expected to he settled in normal operating cycles
ILis held primearily Tor Lthe purpose of trading

IUis due to be setlled within twelve months alter the reparting period
or

Thera is no uncandtional right to defer fhe sefflement of the liahility for at
|zast bwalve months after the reparting period

FIF classifies all olher liabilties a5 non-current, Deferred Lax assets and liabililies
are classified as nan-current asssts and lizkilitiss.

Fair value measurement

FIF meazures financizl instruments and non-financial assets, such as investments
properties, at fair value at each reparting dake. PIF alsao discloses the fair value of
the held Lo maturity financial assets in the noles (o the consolidated financial
statements which includs:

Disclosures tor valuation methods, signiticant estimates and assumptions (Mote
Fand &)

Guantitative disclosures of Tair value measurerment hierarchy (Mole 32)
Investment properties (Moke &)

Financizl assets (Mote L0 and L1
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Fair wvalug is Fhe price that would be receivad to sell an asset or paid to franster a
liability in an arderly transaction between market participants at the measurement
date, The fair value measurement is based on the presumption that the transaction
Loosell the gssel or transfer the liability Lakes place either:

= In the principal market for the asset or liability, or

In the absence of a principal market, in the mast advantageoons market for the
asset or labiliky

The principal or the mosl advantageous market must be accessible by PIF,

The fair value of an asset or a liakility s measured using the assamptions that
rarket participants would use when pricing the asset or lability, assuming that
rarket parficipants act in their best economic inferest,

FIF uzes veluation technigues that are appropriate in the circurmstances and for
which sufficient data is available to measure fair valus, mazimizing the use of
relevant observahle inputs and minimiring the use ot unobservable inputs.

Al assels and labilities Tor which Tair value is measured or disclosed in the financial
statements are categorized within the fair valus hierarchy, described as follows:

= Level 1 = Quoted (unadjusted) market prices in active markets
Level 2 —Valuation techniques for which the lowest level input that is
significant to the fair value measurement is directly or indirectly observable

- Level 3 —Valuation tecnniquss for which the lowest level input that is

- significant to the fair value measuremsnt is unchservaole

There have been no trensfers among Lhe levels mentioned above during 2015 and

2014,

External appraisers are involved for valuation of significant assets, PIF decides,

after discussions with the external aporaisers, which valuation techniques znd
inputs to use for each casse.

For the purpoze of tair value disclosures, PIF has determined classes of azsets and
ligbilities on the basis of the nature, characteristics and rizks of the assel ar liability
and the level of the Fair value hierarchy as explained above,

Property, plant and equipment

Property, plant and eguipment is stated at cost, net of accurmulated depreciation
and/or accumulated impairment losses, if any. Such cost includes the cost of
replacing part of the proparty, plant and equipment and borrowing costs for long
term construction projects if the recognition criteria are met, All other repair and
maintenance cosfs are recognized in the consolidated income stetement as
incurred, Land is nol depreciated,

Depreciation is calculated on a straight line basis over the estimated useful lives of
the assets as follows:

Usaful lives

(yearss
Buildings 33-60
Transportation means, equipment and spare parts 4=10
Computers and systems 3-5
Furniture and decaration 14-15
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anitem of property, plant and equipment and any significant part inilially
recagnized 15 derecagnized upon disposal or when no future cconamic benefits ars
gxpected from its use ar disposal. Any gain or loss arising on derecogniticn of the
assel (calculated as the difference hetween the naet dispozal proceeds and the
zarrying amount of the ossetd i3 included in the consolidated incorme statement
when the azset is derecognized.

The azsels' residual valuss, useful lives and methods of depreciglion are reviewed
at each financial year end and adjusted prozpectively, iF appropriate.

Business cambinations and goadwill

Businzss combinstions are accounted for using the acguisition method, The cost of
an acquisition is measured 35 the aggregate of the consideration transferred, at
aoguisition date Tair value and the amount of any non-centralling interest in the
acquirse, For sach busingss combination. FIF measures the non-contralling interest
inthe zcquiree at fair value, Acquisition costs incurred are expensed.

If the business combination (s achizved in stages, any previously held egquity
interest is re-measured alb its acquisition date fair value and any resulling gain or
lozs s recognised in the consalidated income statement. It iz then considered in the
determinaticn of goodwill.

Goodwill is initiglly measured at cost being the sxcess of the consideration
transterred cver PIF's tair value af net identitiable azsets acquired and liakilities
gssumed. T this consideration is lower than Lthe Tair value of the nel assets of the
subsidiary acquired, the difference s recognised in the consolidated income
ctatement.

After initizl recognition, goodwill is measurcd at cost less any accurmulated
impairmeant [ossaes, For the purpoze of impairmant testing, goodwill acquired ina
business combination =, fram Che acguisition date, allocated Lo 2ach of PIF's cash
agenerating units that are expected to benefit from the combination, irrespective of
whether other assets or liabilities of the acquires are assigned Lo Chose units,
Where goocdwill forms part of a cash-generating unit and part of the operation
within that unit is disposed of, the goodwill associated with The operation disposed
of is included in the carrying amount of the aperation when determining the gain or
loss on disposal of the aperation. Goodwill disposed of in this circumstance is
measured based an the relative values of the operation disposed of and the porfion
af the cash-generating unit retained,

Investments in associates

FIF's investrment in ks azsociates = accounted for using the equity method. An
gssaciate is an entity inowhich PIF has significant influence. Significant influence is
the power Lo parlicipate in the financial and operating policy decisions of the
investee, out is not control over those policies.

Under the equity method, the ‘nvestment in the assacistes is carried in the
comsolidated staterment of financial position at cost plus post acquisition changes in
FIF's share of net assets of the associates. Goodwill relating to the associates is
included in Fhe carrying amaunt of the investment and 1= neither amartised nor
individually tested For impairment.

The consolidated income statement and the statement of comprehensive incoms
reflect the share of the result of operaticns ot the assccistes. Protits and loszes
resulting Trom transacltions between PIF and the asscciates are eliminated Lo the
gxtent of the interest in the ossociates,
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The financial sktatements of the associates are prepared for the sams reporting
period as the parent company. Where necessary, adjustments are made 1o bring
the gccounting palicies in line with those of PIF.

PIF determines at each reporting dote whethser there is any objective evidence that
the irvestment in the associate is impaired, If Ehis is the czse PIF caleulates the
amount of impairment as the difference between the recoverable amount of the
gssociate and its carrying value and recognises Che amount in the consolidaled
income statement.

When step acouiring an associgte, PIF's share 15 measured ot foir valus a5 at the
date of acquiring significant influence over the associate, Any resulting ditferances
are recoqnized in the consolidated income statement.

Investrment in a Jaint venture
& Joint venture is @ type of joint arrangement whereby the parties that have joint
contral of the arrangsment have rights ta fhe net assets of the joint venture, loint
control is the contractually sgread sharing of contral of an arranoement, which
gxists anly when decisions abaut the relevant activities require unanimaous consent
af the parties sharing control.

PIF ha= a joint control in joint ventures which constitute jointly controlled entities.,
Investment in joint ventures s accounted Tor using the equity method of
zecaunting. Accarding to the aquity method, investments in joint ventures appear
in the consalidated =siatement of financial position at cost plus the subsequent
chanoes in FIF's share in the jeinl ventures nel assets, Goodwill resulting from the
purchase of joint wventurss is recorded @s part of the carrying wvalue of the
investment, Goodwill in this case s not amortized or tested for impairment
separalely.

FIF's share in the operations of the joint ventures is recordsd in the consolidated
income statement, Unraalized gains and lnsses resulting from  transactions
between PIF and the Joint ventures are excluded to the extent of PIF's share Tn the
joint wantures,

The financial statements for the joint ventures are prepared for the same reporting
wear a2 FIF, using consistent accounting policies for transactions of similar naturs,
At the date of the consalidated financial statements, PIF determines whether there
is objective evidence indicating impairment in the value of the joint ventures, If
such avidance axizts, PIF measzures the impairment by deducting the fair value ot
the imvestment from the egpected recoverable amount; this impairment s
recognised in the consclidated income statement.

Projects in pragress

Projects in progress constitute the costs incurred on incomplete prajects, which
include cost of the land, design, construction, direct wages and portion of the
indirect costs and Tinance cost. Upon completion, all projects’ costs are capitalized
and transferred to progerty, plant and equipment cr o properties ready for szls or
investment properties.

The carrying values of projects 'n progress are reviewed for impalrment when
gyents or changes in circumstances indicate that the carrying value may not be
recovershble, IT any indicalion exists, projects in progress value are written down Lo
their recoverable amount.

Investment proparties

Investment properties are measured initially at cost, including transaction costs,
Subsequent to initial recagnition, investment propertizs are siated al fair value,
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which reflects market conditions at the reporting date. Gains or losses arising from
changes in the fair values of investrment praopertizs ars included in the consalidated
income statement in the period in which they arise, including the corresponding tax
effect. Fair values are determined based an an annual evaluation performed by an
accredited external independsent valusr.,

Invastrment properties are derecognized when sither they have been dispased of ar
when the investment property is permanantly withdrawn from use and no future
economic benefit is expecled from ils disposal. The difference bebween the nst
disposal proceeds ond the carrying amount of the asset is recognized in the
consclidated income statement in the period of derscognition.

Transfers are made to (or from) investrment property only when there is a change
in usa, For a transtar from investiment property to owner-occupied property, the
desmed cosl Tor subsequent accounting is the fair value al the dale of change in
use, If owner-occupied property becomes an investment property, PIF accounts for
such property in accordance with the policy stated under properly, plant and
equipment up to the date of change in usa.

Investments in financial assets

PIF's financial assets within the scope of 1AS 3% are classified as elther financial
assets 3t fair value through profit ar loss, loans and receivakles, held-to-rmaturity
financial assets or available-for sale investmentz. PIF detaermines the classification
of its fingncial assets upon intial recognition. All financial assets ore recognissd
initially at ftair value plus transaction costs, except in the ceze ot tinancial assets
recorded at feir value through profil or loss.,

Furchases ar sales of Tinancial assets thal require delivery of assels within a time
frame established by requlation or convention in the market place (regular waoy
trades? are recognised on the trade date, e the date that PIF commits to purchase
ar sell the asset,

The subsequent messurement of financial assets depends on their classification as
follows:

Fimancial assets at tair value throungh profit ar [oss

Financial assels classifisd as held Tor trading are included in this calegory. Financial
assets are classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term. Gains or losses, including changes in fair
values, on investments held for trading are recoqgnired in the consclidated income
statement.

Available-for-sale investments

Available-for-sale  investments include equity and  debt  securities. Equity
investments classitied as available-tor-zale are those, which are nof designated at
fair walue through profit or loss, Debt securities in this category are Chose which
are intended to be held for an indefinite period of time and which may be sold in
response o needs for liquidity or in response to changas inthe market conditions,

After initial messurement, awvailable-for-sale  investments are  subsegquently
measured alb fair value with unrealized gains or losses recognized as obher
comprehensive incoms in the available-for-sale reserve until the investment is
derecognized, at which time the cumulative gain ar loss is recognized in the
consolidated income statement, or determined Lo be impaired, st which time the
cumulative loss iz reclassified to the consolidated ncome statement and removed
from the available-tor-sale reserve, which is in turn reduced by the amount of the
impairmesnt.

PIF evaluates whather the gbility and intention ta sell its available-for-sale financial
assels in the near term is sbill appropriate. When, in rare circumstances, PIF is
unable to trade these financial assets dus to inoctive markets, FIF may slect to
reclassity these financial 2ssets it the manzgement has the ability and intention to
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hrovlel the azsets for the foresesable future or until maturity.

Available-for-sale investments are stated at onst whan their fair value cannot be
relizbly determined due to the unpredictable nature of future cash flows,

Held-to-maturity financial assets

Held-to-maturity financial investments are non-derivative financial gssets with fived
or determinatle payments and fxed maturitizs, which PIF has the intention and
ability to hold-fo-makoriby, Held-to-matarity tinancial investments are initially
recognrized at fair value plus acguisition casts, Subsequently, such investmeants are
re-measurad at amorfized cost, l8ss any impairment (osses, osing the effective
interest rate method.

Amnrtired cost is calculated taking into account any discount or pramiom on
acguisition, Amortization is recognized in the consolidated income stalement.
Loans and receivablas

Loans and receivables are non-derivative financial assets  with  fixed or
detarminable paymentz that are not guoted in an active market. Atier initial
measurement, such financial assels are subsequently measured at amortized cost
using the effective intersst rate (EIRY methad, less impairment. Amortised cost is
cdlculated by taking into sccount any discount or premium on daoguisition and tees
or cosks that are an integral part of the EIR.

Derscognition

& Tinancial assel is primarily derecognized when the rights Lo receive cash Tlows
from the azset have expired, or when PIF has transferred its rights to receive cash
tlows fram the asset or has assumesd an abligation to pay the received cash flaws in
full withcut material delay to a third party under & ‘pass-through’ arrangement; and
cither PIF has transferred substantially all the risks 2nd rewards of the asset, ar PIF
hras neither transferred nor retained substantially all the risks and rewards of the
asset, bul has transferred control of the assel,

Impairment of financial assets

A assesament is made at each reporting dale whether there is any objeclive
evidence that a financial gsset or a group of financial assets is impaired. If such
evidence axists, any impairment 1055 is recognized in the consolidated income
stakement,

For assets carried al amortized cost impairment is the difference belween
carrying amount and the present value of future cazh flows discounted at
[he ariginal effective interesl rats;

Equity invastments classitied as available-tor-sale: objective avidence woulrd
include a significant or prolonged decling in the Tair value of the investment
below its cost, 'Signiticant’ is evaluated against the originagl cost of the
investment and “prolongad’ against the period inowhich the fair value has
been bDelow its original cost. Impairment is the difference between the
acquisition cost and the current fair value, less any impairment loss on that
invastrment previously recognized in the consolidated income statement,
Impairment losses on equily investments are nob reversed Chrough the
income statement; increases in their fair wzlue atter impairment are
recognized directly in other comprehensive income;

Dent  instruments  classified as  available-for-sale: impairmant is the
difference betwsen the amortized cost and the current Fair value, (255 any
impairment loss an  that investment previously recogrized in the
consclidated income statement.

Properties ready for zale

Properties ready for sale are measured at cost less any impairment loss, costs of
properties ready for szle includs cost of construckion, studies, design, finance
cosks, land andindirect costs.
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Accounts receivable

Arccounts receivable sre stated at originsl invoice amount less a provision for any
uncolleckible amounts. An estimake for doubtful dehts is made when collection of
the full, or part of the, amount is no lenger probable. Bad debts are written off
when there is no possioility of recovery,

Contributions recelvable

Contributions receivable are stated at the original amount of the unconditional
pledge less amounts received and any uncollectible pledges, &n estimate for the
uncolleckible amount is made whan the collection of full unconditional pledge is no
longer probable.

Ca=h and depasits at banks

For the purpose of the consolidated statement of cash tlows, cash and cash
equivdlents consist of cash on hand and bank balances and short-term deposits
with an original rmaturity of three manths or less, net of restricted bank deposits.

Accounts payable and accrual

Lizbilities are recognised far amaunts to be paid in the futures far goods or services
received, whether billed by the supplier ar not,

Loans and borrowings

Lozns and borrowings are initially recorded at fair vzlue less any transaction costs.
After initial recognition, interest bearing (cans and borrowings are subsequenty
measured ab amortised cost using the effective interest rate method. Gains and
losses are recognised in the consclidated income statement when the Habilities are
derecognised as well as through the effective interest rate method (EIR)
amartisation process.

amortised cost is calculsted by taking into account any discount o premium cn
acquisition and fee ar cosks that are an inkeqral part of the EIR. The EIR
amartisation is included in finance cost in the consolidated income statement.

Offsetting of financial instruments

Firancial assets and financial liabilities are offset and tne net amourt is reported in
the consolidated statermnent of financial position if, and only it, there is a currenkhy
enforceatle legal right to offset the recognised omounts and there is an intention
to settle on 2 nst basis, or to realise the assets andd settle the labilifies
simultanseously.

Pravisions

Prowisions are recoqnised when PIF and its subsidiaries have an ohligation (legal or
consfructiva) arising trom & past event, and the costs to sattle the abligation are
both probablze and can be reliably measored,

Leases

The datermination of whether an arrangamant is, or confains, a lease is hased on
the substance of the arrangament afb inception date; whether fulliimant ot the
arrangarment s dependent on Ehe use of a specific asset or assets or the
arrangement conveys a right ko use the asset.

PIF as a lessee

Firance |eases, which transfer to FIF substantially all the risks and banetits
incidental to ownership of the leased itemn, ara capitalised at the commeancemant of
the lease at the fair value of the leased property ar, if lower, 2t the present valus of
the minimum lease payments. Lease payments are apportioned betwesn finance
charges and reduction of the lease lability so0 as to achisve g constant rale of
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interest on the remaining balance of the lHability, Finance charges are recognized in
the conzolidsted income statement.

Leased assets are deproecizted over the useful lives of the assets. Howewer, if there
i no reasonable certainty that FIF oblains ownership by the end of the lease term,
the azset is depreciated over the shorter of the estimated useful life of the asset
and the lease term.

Dperating leazes are those leasss in which the lessor retaing all risk and rewards of
awning the leassd asset. Dperating lease payments are recognised as an expense in
the conzolidated income statement on a straight line hasis over the lease term,

FIF a5 & lessor

Leases where PIF does nol transfer substantially all the risks and benefits of
awnership of the asset are classifisd as operating leases. Initial direct costs
incurred in negotiating an aperating lease are added to the carrying amount of the
leased assel and recognised over the lease term on Che sam2 bases as rental
income.

Cash dividends paid

FIF recognizes a liability to make cash distributions when the distribution is
autherized by the sharehalder in the General Azsembly. A correspanding amaunt iz
racognized directly in enquity.,

Foreign currency translation

PIF's consolidated financial statements are presented in W5, %, which is also the
parent's functional currency, PIF's subsidiaries determine their own functional
currency. ltems included in the financial statements of each entity are measured
uzing subsidiaries’ functional currency.

Transactions and balznces

Transactions in forzsign currencies are initially recorded by PIF's subsidiaries at
their respective functional currency rates prevailing at the date of the tranzaction.

Monetary azsets and labilities denominated in forsign currencies are retranslated
at the funciional currency spob rate of exchange roling at the reporting date, All
differences are taken [0 the consolidated income stetement with the exceplion Tor
available-for-zale  investments where sny foreign exchange differences are
recoqnisad in other comprehensive income.

FIF subsidiaries

The azsets and liabilities of PIF's subsidiaries with functional currencies ather than
U.5. S are translated into .S, § &t the rate of exchange prevailing al the reporting
date and Cheir income staterments at the weighted sverage exchange rales for Che
wear, The exchange differences arising cn the translations are recognised in other
comprehensive incoms.
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4, Froperty, plant and equipment

[n¥]

015

pst

At January 1, 2015

Additians

Transferred from orojects in
progress (note 7

Disposals

Foreign carrensy translation

At December 31, 2015

Accumulated depreciation and

iy

impairment

AL January 1, 2015
Depreciation charge for the year
Disposals

Foreign carrensy translation

At December 31, 2015

Met carrying amount

At December 31, 2015

Fart of the depreciation expense in the amount of U.5. 5 4,891,000 was reclassified as operating expenses for 2015.

.5, 5000

Transportation

Imeans, Furniture
equipment and Camputers and

Land Buildings spare parts and syaisms decoration Total
12,823 39576 42,9323 5,529 4 323 105,184
G25 1,087 Lcol 1,531 735 5,299
815 4 B2 5.&817
- - (407 (15} (1,193 (1,615
L5 9 (14}
14,508 45,456 43,527 7,045 3,885 114,471
526 11,283 12,098 2,731 1,694 28,332
- 857 4 561 g2d 442 5,524
- - (3487 (14} {818 (1,180%
2y Ll
526 12,178 16,311 3,341 1,318 33,674
14,032 33,278 27,216 3,704 2,567 80.797

Froparty, olant and equipment include an ameunt of W5, $ 41.909,60G of progerties mortgaged to local and regionzl banks

against loans note 215
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2014

Cost

At January 1, 2014

Additions

Transferred from projects in
orogress inote 71

Disposals

Foreign currency translation

Al December 21, 2014

Accumulated depreciation and
impairment

AL January 1, 2014

Depreciation charge for the yvear

Disposals

Foreign currency translation

At December 21, 2014

MWet carrying amount

At December 21, 2014

Part of the depreciation expense in the amaunt of LS. 5 4,727,000 was reclassilied as cperating sxpenses for 2014,

U.5. 50a00's
Transpartation
means, Furniture
equipment znd Computers and
Lanr Buildings spare parts and syslems decoration Tolal

13,206 32,204 B2, 659 5.400 4,533 118012
17 1,062 1,575 a3b 24 3,317
- T.E23E - 175 24 T.451
- (2a0] (21,314 (BE2) 288 (22,544
(000 (562] - - - (1,062
12,823 39,576 42,933 5,520 4,323 105,154
LEE 10,724 258,896 2,588 1.481 44,215
&l6 4,410 574 427 5,027
- =) (21,208 {4310 2143 (21,859
- £51) - - - 51}
BEE 11,283 12,098 2,731 1.6%4 28,332
12,297 Z8,293 A0,835 2,748 N Th852

Praperty, plant and equicment include an amount of LLS, 5 47,982,000 of properties mortgaged to local and regional banks

anainst loans (note 21},
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5. Goodwill

For impairment testing, goodwill nas been allocated to two cash gensroting units,
which are zlso reportable business segments of FIF. The goodwill carried in the
slaterment of financial position is a5 Tollows;

U5 5000
2015 2014
Trade and transpartation 25,604 25,604
Tourism G917 Q17
25,541 26,521

Trade and transportation

The recoverable amount of the trade and transportation segment has been
determined based cn the "value Inuse'” calculation using the discounted cash flow
method basad on financial budgsts approved by senior management covering a
tive-wear period. The pre-tas discount rate applied to cash tlow projections is
12.8%, and cash flows beyond the five-vear pericd are sxirapclated using a 1%
growth rate.

Taurism

The recoverable amaunt of the tourism segment has been determined based on the
“walue in use" calculation using the discounted cash flow method based on financial
hudgats approved by senior management covering A five-year perind, The pra-tax
discount rate zpplied to cash flow projections is 11.6%.

key assumptions used in the caloulation of the value inuse

The calculations of valus in wse for gl business segments are mosl sensitive Lo Lthe
discount and growth rates used o extrapolate cash flows bevond the budget
perind:

Discount rate: Discount rate represents management's assessment of the risks
specific io eacn business segment taking ‘nko consideration the time value of
monay  and individual risks of the underlying  as=sets that have not been
incorporabed in the cash Mow estimates, The discount rate calculation s besed on
the specific circurmstances of PIF and its cperating segments and is derived from iis
wainhted avarage cost of capital (WACC) The WACT takes info account hoth debt
and equily. The cost ol equily is derived Trom the expected return on investment by
FIF's investors, The cost of debt is hased on the interest-bearing oocrrowings FIF is
obliged to service, Segment-specitic risk is incaorporated by applying individual beta
factors, The bela Tactors are evaluated annually based on publicly available market
data.

Growth rate estimates: Growth rates are based on the vale of the business
spament’s operaticns aflter the explicil budgst period. In determining appropriake
growth rates, regard has besn given to the compstitive forces that are sxpected to
prevail attar the explicit hodget pericd.

With regard to the assessment of the walue in uze of all business sagmeants,
management believes thal no reasonably possible chanos inany of the above key
assumptions would cause the carrying value of the business segments to materially
excesd its recpverahle amount.

&, Investment properties
Following is the movement on investment properties during the year:

U.5, 5 000's
2015 2014
Balance, beginning of year 72,550 6,224
Additions 6,962 13,274
Sale of investment properties [(2,521) (2,751
Transferred ta projects in oragress (10,5610 (L1, 8ddy
Change in fair value of investment properties 1,824 7,653
Balance, and of yaar 55,330 72,555
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T. Projects in progress

Balance, beginning of year

Additionz

Projects sald aut

Transferred to propertics ready for sale
Transferred to property, plant and eguipment
Transterred from investment properiics
Balzance, end of year

Following are delails of the projects in progress:

Erzal Cenler project

Surda land development project
Al-Mew'zmeh land development project
Al Reehan and Al Jenan project
Al-Masyoun lznd develapment project
Amaar Tower praject

Other projects

B. Investments in associates

U.E S 000's

2015 2014
B2 BES A7, 793
7823 9,649
(8,190 CRELS
(21,920 rlea)
(5,617 (7.2:210
10,561 11,844
35 186 el
.5, % 000's
2015 2014
14 890 15,279
100,561
4,545 6,307
2487 10,465
2,192 -
- 20,408
515 70
35,186 52,529

Thiz item reprezants invastmants in associabes oparaking in Palestine:

Wataniva Palzsting Molile Tolecommunizations
Compary ¢ isted)

Palestinlan |slamic Bank (Listed)

Aty Palaslinian rveesbmanl Company - AP (LisLed)

Arab Islamic 3ank (Listed)

Palestine Industrial Investment Company (Listed)

Palesline Tour ism lveslmenl Company

Huspilalily Hully Ceinparny

Falestine Power Gensration Caompany

Palesline gy Company - LTD

Aty Holels Company (Lisbed)

Othors

Cwnigrs hip Carrying danounl
2015 2014 2015 2014
B % U5 5000's

34,03 54,03 73,7149 25,467
34.14 34,15 23,087 21,111
£3.53 20.20 18,514 15,452
£1.23 21.22 14,428 14,167
20,63 20,63 9,163 3,729
£28.23 2825 5408 5810
40,30 20,30 4,080 4,050
349,65 .64 3752 3.874
33,33 33.33 2528 T3
20,23 - 2874 -
2743 2743 3,734 4.145
112,301 133,508

- The market value of PIF's investrments listed In Palestine Exchange as of December
31, 2015 amounted to 1.3, § 146,677,471,
- Imvestment in Wataniya Palestine Mobile Telzcommunicaticn Company includes
FTA58,000 shares with a totsl market valuz af U5, 5 65009 000 mortgaged
agzainst a syndicated (oan granted from banks o Wataniva Palestine Mabile

Telecommunications Campany.

During 2015, a subsidiary acquired shares in Arab Hotels Company (AHC), A= a
result, FIF increased its ownership in AHC's capital te 20.23%. PIF's management
pelieves that it has significant influence over AHC. Thersfore, PIF reclassified the

investment o investrmant in an associata.

Cwuring 2015, PIF zcquired additionzl shares in Arab Palestinian Investmeant
Company (AFICY, and increased its ownership in APIC: capital fo 23.53%,
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The Tallowing scheduls summarizes the Tinancizl

Decermber 31, 201

Statemants of Financia
Pasitiors:

Mon-currenl Assels
Currank Assaks
Mon-zurrent Lisb
Currznt L abilities
Man-zontradling interes::
Unpaid capit
* halder=s =1 the
Fgsaciats
Pt 5 awnership
Adjustmants

investment

Rewanues and results of
oparations;

Reveues

Rl ol opeal

FIF's shore of resu ts of

Wl b
comperahenzlya incame

formaticn related Lo PIF's investmeants in associales:

LS, 500
Falestine Falestine
Wataniva &-al redustrial TOurism Hospitalty
tedzalaili Palaslin an (PEES T | Irvwes [rnien I
Campary lamic Bark Compary Shaih Carmpany Compary Company Lo nipany thars | otz
203328 424,020 116,72 242,902 45,227 22,038 8,052 3487 40,384 B.2%24 1,194,842
431,474 151,183 LG, 332 A7, G5 L 21,345 3l 2,553 4,151 Z,131 033.21a
11O, 34E) {12,553 (57, TOE) (15,801 [1,75) 1H,805] 1 G ] (12,9:24) [£13,H1S)
73,107 1589,312 (109456 (5hen,029) 14.2583 14,5359 1215y 15,328 (14r 1L,363,588)
- - (25 785 - 11208 - - - - - (40,952
- - - - - - R - - R Tl
B9, T 73,2958 81,324 50,003 43,359 13,145 12,115 T25. 7,584 24,264 L0357 415,733
23,71 25,054 1%, 200 14,819 o5 5,108 4,074 .HEE 2,508 4,909 3.7341 115,114
- 11,265 (GE21 2113 211 - (25) B26 - 11,335) - 12,813
23718 23,087 18,528 14,4385 4.14% 5,108 1,050 3.782 2,628 3,874 3.734 112,301
a3,19% 29,333 523,582 22,349 G178 3,623 1,553 291 325 &, 209 250 720,932
LR )] 10,034 T4 G387 4,754 11,422 13z (231} SR 11,2800 i1.233) 17,602
i1, FdEs 3,234 1,478 L dd ] [407] ] 27 1173 - 1407])
- (&) el (] 11 - - - - - - 231
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December 31, 2014
Statements of Financizl
Positions:

Man-currenk Aussels

Current Assets

Man-current

currcnt ah

Man-contral ing Irtarosts

Unpale capital

Fau by anlders of the
associate

PIF's pwnership

AdjueLrnanls

Carrying armawnt o

Iy ast mant

Revenues and rasul ks of
aperatlens:

Revenues
Naszuls of operations

PIF"s sha e ol resulls of

PIF's share of other
curnprehensive inoorme

L5, 5 000's
Arraly Ea paTing
Wataniya Palrstindan Heapitality P FalrsTing
Mok le Palestin‘an Investrmant arat 1zlarmic neestrrent Irvastment Hlly Fenarat an ligra
Company slamic Bank Compsny Bark Company Cornpany Cornpany Comaany CompaEny Others “ctal
217,278 216,374 95,352 165 342 48,758 3731 E.803 L 9,728 TOE, 434
S0l STE2HG 351498 U D06 20,454 =l 2581 £0L1% 3,745 1,018,347
(121,487 B8 148,942 (12213 (2,131} LEd] (43 (221 (268D (200, 6EG)
[ T | (519 4HT: 99.178) AR . 9AA) 14,575 514) a7 AR (144 L1 BT
- - [28.424) - B RER N E )] - - - = (3, 2320
il - 71
74,340 67,520 TT.540 G7.730 41,283 20, SGE 13,115 T.5l3 Z,L10 L3053 S62, 296
25,467 23,077 L3BEE 14378 B.518 .81l 4078 2,978 T3 4,145 104,828
- 71,556 214 1211) 211 - (26} Bd& - - 11,310%
235,467 21,111 L3452 14,167 B, 729 o,B10 4,050 2,074 T3 4,145 103,57
AG5.311 24,038 513414 19.970 44,625 £A70 1511 - T 10 725,421
(18,328) T.E23 3018 4217 4,018 {1,057 108 [(-E 18] (390 LE] 3,965
15.624) 2,571 1619 EOE B29 EEN 0 (20} 2971 (272 (505
- (158} (88 {1%) (593 - - - - (BEEY
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9, Investment in a jaint venture

L5, 5 000's
2015 2014
Convention Palace Company 3,594 A DT
3,694 4,087

The Convention Palace Compony in Soloman Poals (CPC), was established as a
private limited sharsholding company, with a share capital of 1,000,000 shares of
L5, 5 1 par value 2ach, of which 50% is awned by FIF, CPC s jointly managad with
Consolidated Contractors Company (Cathens) The objechive of CPC s Lo operale the
Convention Center Palace in Bethleham.

The following schedulz summarizes the financial information related to PIF's
inveziments in CRC:

U5, 5 0C0s
Convention Palace
Company

2013 2014
Statement of financial position of joint venture
Mon-current aszets 10,6857 12,127
Current assets 210 342
Mon-current liabilities 01,010 (1.632)
Current lingilities (2,774 (2.658)
Equity attributable o venturers T.288 8,174
PIF's awnership 3,694 4,087
Carrying amaunt of investment 3.634 4,087
Revenues and results of operations
Ravenues 470 a0z
Results of cperations (1,059 (1.896)
PIF's share of results of operations (5300 (043
10. Held-to-maturity financial assets

U5, 5000

2015 2014
Bonds quoted in local and regional markeats 10,876 11,562
Ungusted local bands 3,500 3,500

14,776 15,R&7

Average interest rates on held to makurity invesiment range betwseen 2.5% to 7.6%
and their makurity dates range between 1 tn 8 years,

The market walug of the quated bonds s WS 5 10,952,000 and U5 5
12,088,000 as &l December 31, 201% and 2014, respeclhively.
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11,

Available-for-sale investments

LS. & 000's
2015 2014
Duontad shares 175,677 157,806
Cuoted partfolios 54,425 52,387
Unguotad snares * 6,993 .36
237,095 217.5565

Jnguoted shares gre stated at cost as their tair values cannot be reliably
measursd due Lo the unpredictable nature af Tuture cash flows, PIF's
management believes that the foir values of such investments are not

materially different from their carrying amaunks.,

Maovement on avallable-tor-sale reserve is as tallows:

Balance, beginning of year

Met change in fair valus

Deterred incoma taxes related o other comprenansive
income ikems

Realized gains transferred to the consolidated income
statement

Impairment loss recognized in the consolidated
income statement

Balznce, end of year

12. Other financial assets

Prepaymeant on investmeant *
Loans granted v

L%, 5000
2015 2014
28,654 32.440
(8,369 (&,457)

- 5,341
(5,696 (4,765}
3,702 2,096
18,291 28,654

.5 5000
2015 Zuld
A5, 300 A5 800
10,278 F a0
55,070 55 408

* According to Ministry of Finance letter dated June 28, 2070, the amount of

.-:

J.5, 5 45,8 million previously paid on the shareholdsr account was considered
as a prepayment on investment  in Wataniya  Palestine  Mobile
Telecommunications Company Chssocialel. The amount represents PIF's share
in the remaining amaunt of the second operator licerze which was paid in
advance ta the Ministry of Telecommunications and Information Technology
CWTIT), until Wataniya obtains the trequencies required in accordance with the
agreemsent signed with the MTIT.

* This iterm includes Inans ta the Following:

L5, 5 0005

2015 2014
Wataniya Falestine Mobile Telecommunications Caompany® 2150 2150
Palzstine for Credit and Development - FATEN ** 2086 2,735
Latin Patriarchate Jerusalem 1,200 1.500
Palestine Touriem Invesiment Company *=~ T3C
The Arab Helels Company &20 520
Asala for Credit & Development Compony* ==~ 0o -
Palestine Development Fund 473 a7
Al Mashlal Tourism Investment Cormparny 408 406
Cthers 1,231 BE5
Accruzd interest on loans 915 TO5

10,278 2,608

The Inan granted to Wataniva Palestine Mobile Telecommunications Company
bears interest of LIBOR plus 5.85%, The (oan will be settled in one paymeant at
the later of December 31, 2014, ar six manths after the maturity of all or any
pricrity loan of Wataniva Mobile.
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st During 2013, Palesting for Credit and Development - FATEM was granted &
lan of LS S 3 million, with an annual interest rate of 5%, The loan and the
related interests will be settled in nine semiannual installments after a grace
period of ons vear fram the granting date.

“4% During the year, Palestine Tourism Investment Campany was granted & loan of
LS 5 C.F3 million with 2n snnual interest rate of 7.5%, The loan and the
related interasts will be settled in one installment after a grace period of two
vears fram the granting date.

st During the year, Asala for Credit & Development Campany was granted a loan
faran amount of .S 5 2.5 milllcn with an annual interest rate of 5%, The losn
and the related interests will he settled in =even semiannual installmeants atter
a grace period of one year Trom the granting dale.

(rher granted loans bear interast rates tfrom 1% to 7.5% and are due within 1 o
10 wesrs.

13. Properties ready for sale

This iterm represents the cost of residential units Cransferred from projects in
progress upon completion and becoming ready for sale,

Movement on properties ready for sale is a5 fol ows;

U5 § 000's
2015 2014
Balance, haginning of year 7267 10.726
Transferred from projects in progress 21920 Laa
Sald properties (2,327 (3,525)
Balznce, end of year 25,9560 7.387

Properties ready for sale include properties ino& carrying amount of U5, 5
22915000 fuly mortgaged for the benefit of local and regional banks as
callateral on granted loans (Note 210

14, Accounts receivahle

L5, 5 000

2015 2014
Trade recoivables 2R, 735 20,801
Checks under collackion £5,401 15,0581
Cap Holding Campany 11,205 11.30%
First Trading Center 1,498 1,477
OLhers 1,031 1,141

BaGT0 49,785
Frovision for doustful accounts (13,718} (14, 6340

21,252 25,151

The moverment on the provision Tor doubtful accounts during the year was as
follpws:

U5 5 000's
2015 £ld
Balance, beginning of year 14,634 15,044
Additions a5 86
Fecowvared during the year +1,003) (32}
Foreign currency differences 22 (LaE)
Balance, end of vear 13,718 14,634
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Mominal walue of doubttul accounts receivable which are tully provided For as of
December 31, 2015 and 2014 amounted to U.S. $ 13.718,C0C and WS, %
14,634,000, respectively. As of Decembear 31, 2015 and 2014, the aging analysis
af the animpaired accounts receivables is as follows:

W5 50005
Meither past Fast dua but nat impaired
e nor =0 291-1R80 = 181
Tolal impaired days tays days
2015 51,252 75,128 13,561 10,052 2,512
2014 35,151 15,702 4,405 11,559 3,375

FIF's =subsidiaries aohtain guarantees against some of these receivables. The
subsidiarias” management believes that the value of the unimpaired receivables is
recoveraole,

15. Other current assets

LS, 5 000's
2015 R
Due trom brokerage firms 8,633 2,684
Due fram Value Added Tax department £,532 £, 463
Contribution receivable® 4,373 4,608
Advances to suppliers 3,941 4291
Cash margins 1,175 4,611
Dividends recaivable R14 -
Accrued interest 503 G
Due fram employess 335 ARG
Prepaid expenses 246 150
Advance paymeants to Income Tax Department
(Note 25) 125 -
Others 1,555 1.4186
27,953 £5.3584
Provision far uncollectible current aszets (2 5845 (2,589
25,389 £2.795

* This account represents conbribubion receivable Trom  donors, These
contributions aim to develop the privabe sectar in Jerusalem especially for
small and medium enterprises (nots 240,

The movermaent on the pravision of uncollectible current aszets during the year was
as tollows:

U.5. 5 000's
2010 =014
Balance, beginning of year 2,589 2,540
Frovided for during the year - a9
Foreign currency differences =) (401
Balanca, end of year 2,584 2,589
16, Cash and deposits at banks
L5, 5 000's
2015 2014
Cash in hand and current accounts at banks 13,295 18,494
Term deposits at banks 48,5945 #5413
Gegdd 104,207
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The average interest rate during 2015 and 2014 was 2.33% and 2.08% on U=,
Collar deposits, 32.26% and 4.04% on Jordanian Dinar deposits and 1.54% and
1.51% aon Qatari Riyal deposits, respectively.

“zsh and deposits 2t banks include restricted cash of US, S 3 378,000 and U5, %
2,328,000 as al Decermnber 31, 2015 and 2014, respectively, as a collateral
against certain banks facilities.

For the purpose of the consolidated statement of cash flows, cash and cash
equivalents comprize the following at December 31, 2015 and 2014,

.5, 5000

2015 2014
Cash on hand and current sccounts at banks 135,295 15,494
Term depasits at hanks A5,349 B&, 415

L0244 104,207
Ceposits maturing atter 3 months 1239 (20,968
Restricted cash $3,378) (2,328)

54,465 Blall

17. Paid-in capital

PIF's paid-in-capital represents the fair value of net assets transferred by the
shareholder as determined by Standard & Poor's valuation reports 3t the date of
exrablishment af PIF. On May 16, 2011, the General Assembly approved the capital
increass to WS, S 825 million with an increase of U5, 5 51 million thraugh the
capitalization of part of PIF's retained earnings.

18. Sharehalder's current account

This itermn represents the current account between PIF and the sharehclder and is
rat subject to any Interest. Following are the detalls of this account:

.5, 5000
2015 2014
Reczivablas on returned lands A2 059 AF =25
Interim dividends (rote 203 5,000 3,000
Aviation receivable 33,177 39,544
Cther 0,157 5,985
31,395 102,554

19, Reserves

Slatutory Ressrve

Statutory reserve represents accumulation of profits transferred at 10% of annual
net proflit in accordance with the Falzstinian Companies” Law. This reserve (5 not
available far distribution to the shareholder,

Yoluntary Resarye

Based on the Board of Directors recommendalion dated July 14, 2009, a voluntary
reserve iz approgriated at 10% of PIF's profit starting trom 2002, for the ourpose
of supparting econamic development projecks in Palestine. PIF started during 2011
fo suppart certain amall and medium projects.

20. Paid and proposed dividends

The Board of Directors decided in its meeting held on May 19, 2015 to distribute
interim dividends of WS, % 5 million out of PIF's 2015 profits, subject to the
approval of the Genesral Assembly in its first meeting during 2016.

The General Assembly approved in ks meeling held on May 14, 2015% ihe
distribution of U5, 5 & milion interim dividends in 2014 hased on Board of
Cirectar's decision dated Januery 20, 2014, in addition te U.5. 5 12 million cash
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dividends to the shareholder dedocted from the shareholder's current account,
Thus, total dividends distributed amounted to U.S. 5 20 million.

The General Assembly approved in ils meeling held on May 18, 2014 the
distribution of U5, 5 20 million interim dividends in 2013 based on Board of
Cirector's decision dated January 8, 2013, in addition to 1.5, 3 & million cash
dividends to [he shareholder deducted from the shareholder™s current account.
Thus, total dividends distributed amounted to LS, $ 25 million.

Curing 2014, Bulk Express Company (subsidiary} distributed cach dividends aof ULE,
S 2.5 milion. The nan-cartrolling interest share of the distributed dividends
amounted to LS. 5 1 million {note 243,

21. Long-term loans

.5, 5 000"
2015 2014
Long-term lpans 39,009 48,027
Current portion of long-term laans (5,202 (9,250

32,107 38,977

PIF and its subsidiaries signad long-term loan agreaments with Iocal and regional
banks to finance these companies' aperations, Interest rates ranoge from 1.75% in
addition to ane to six manths LIBOR with a ceiling of 9%, The loans are to be settlzd
within a period of 3 to 10 years, The utilized l2an bzlances as of December 31,
2015 and 2014 amounted to US55 35,009,000 and U.S. 5 48,027,000,
respectively. The loans wer2 granted with the mortgage of part ot these
companias” properties (notes A and 13

The maturities of interest-bearing loans are as follaws:

s 3

Q00's
2016 5,902
Z0LT 7,229
£018 12,509
LR 5,521
ZREC 2,685
Therzafter 4,163

35,000

22. Deferred tax liabilities

Wovement on deferred tax lishilitiss resulting from re-evaluating investment
praperties a fair value was a5 follows:

.5, 5 000's
2015 ERE
Balance, beginning of year 4,283 2,677
Additions 284 1,513
Adjustrment resulting from tax rate reduction 9T -
Amortizalion {ASE) (5,207
Balance, end of year 3,092 4,283
23. Accounts payable
J.5. 50005
2015 2014
Trade pavables 17,530 16,435
Apartments sales advances 3,757 2250
Cantractors payables 2,363 4 798
Brokerage firms payvables AH 159
Others 49 52

24,142 23,215
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24, Provisions and other current liabllities

U.5. 5 C00's
2015 A4
Tempararily restricted contricution * 5,279 7055
Accrued expenzes 2827 3,142
Frovision tor employees indemniby * 2,778 2,251
Fnstponad checks 2,339 2013
Dividends payable tnote 20) 1,000 1,600
Froperty imgroyement taxes g1 814
Emplovees' income tax pavabls 230 283
Employees accrued oonuses 1,345 1,14¢
Other 1,220 1,111

7,840 12,508

¥ This account represents total temporarily restricted contributions from different
donars. These conbribukbions aim to develop the private sector in Jerasalsm
espacially for small and medium snterprises, Revenues are racognized when the
purpoze or fime of Fhese conkribotions s satistied. Following s the movement on
temporarily restricted contributions during 2015 and 2014:

1.5, 5000's
2015 2014
Balance, beginning of vear T.055 4916
Additions - 2,418
Released from restriction (1,499 (=23
Forsign currency differsnces (277 (1863
Balance, end of year 5,279 7055

" Following is the movement oo provision Tor employees indemniby:

U.5. 5CQ00's
2015 2014
Balance, beginning of year 2.251 2,442
Additians G2 aka
Fayments [325) {849
Balance, end of year 2728 2,251

23, Prevision for Income tax

Tha taxable income of PIF and its subsidiaries is subject to income tax at the
corporate rate of k15 (2014, “W200.

Bazad an a memorandum of undarstanding with the Ministry of Finance, PIF and ifs
subsidiaries taxable income becams subject to income tax,

Following is the movement on the orovision for incame tax during 2015 2nd 2014;

L5, 5 000's
2015 2014

Balance, beginning of year 2,799 RE3
Aoditions during the year 4,043 a,163
Dizcounts on early paymants (305

Recowverad during the year (1,410% 1344
Amortization of deferrad tax labilities 498 o1sls]
Fayments during the year (0,248 (5,508
Forsign currency differsnces (3] 539
Ralance, and of yaar (note 137 (1260 2,299

FIF and some of its subsidiaries resched final settlements with the Income Tax
Department for the results of ifs operations up to 2014, These setllements
resulted ina net recovery of anamount of U5, $ 1,410,000,
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Taxes shown in the consolidated incorme statement represent the following:

Additions during the vear
Discounts on early payments
Recovery during the vear
Deferred tax liabilitizs

26. Operating revenues

Irvestrment

Trade and transpcrtation
Raal estate

Tourism

Irvestment

Trade and transportation
Real eslale

Tourism

U.5. 5 000's
2015 2014
4,043 5,153
(305 -
(1,410 (344}
(533} 1,513
1,625 7,332

LS, 5000

27.  Gain from investment portfolio

Gain from zale of available-for-sale investments

Dividends incoms

Impairment of availlable-for-sale investmeants

Intersst an bonds

28. Interest income

Interest an deposits with banks
Intersst on granted loans

20LE
Oparating Cost aof Oparating Operating
revanues sales EApENSEE income
T3 (5,734 Tk
200,102 {151,588 (11,405 27 109
20,174 (13,128} (175 5,871
4,595 [L,478) [2,200) 220
231,907 (176,194 (20,0140 35 A5
L5, 5 000's
2014
Opeareling Cost ol Operating Dpzrating
revanues sdles EE2N3es income
B E4z (8162 80
173915 {140,731 (d,923) 28,25%
20,144 12,417 - 4,732
4,645 (2,085 (2,217 zd4
207,550 (158,228 (15,407 33915
J.5. 5 000's
2015 2014
5.694 4,784
12,894 12,842
(3,702 (2,096
a7y B33
15,585 16,145
5.5 000
2015 2014
2.29]1 2,648
391 anE
2. 682 3,003
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29, Investment expenses

Emplovees' salaries, wages and benefits
Professional tees

Travel and transportaticn

Cthers

30. General and administrative expenses

Emplcyees' szlaries, wages and benefits
Professional fees

Rents

Marketing

Travel and transportaticn
Telephanes and caurier

Fees and subscriptions
Mainfenance

Insurance

Printings and stationery

Board of Directars remunsraticn
Rospitality

Cthers

31. Other revenues {expenses)

Released fraom restriction contributions (nots 240

Recovery (provision) for accounts receivable

(Loss) gain an sale and dizpnsal of property, plant and

eguipment
Frowision for uncallectible current assets
Agsets recavery
Walue added tax
Other revenues
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U5, 5000
2015 2014
1,280 1.235
559 5332
B3 85
139 145
Z.101 2,799
U5 5000
2015 2014
8,694 8,463
3,654 3,760
] 431
575 430
BE4 &0
306 327
302 332
254 379
287 354
113 a7
167 167
126 131
858 B3
16,683 15,781
.5, % 000's
2015 2014
1,499 53
935 =T
(324 T,0LE
- =N
- 2,156
{1,392
1,167 938
3,280 8,670




32. Fair values measurement
The tollowing fable providas tha tair value measuremeant higrarchy of FIF's assets

as of December 31, 2015

Assels measured at fair value:

Cuotad availah e-tor-sale
invastments
nvestment properties

Financial assets for which fair
veluge is disclosed:

Quoted he d-to-maturity
finarcial assets

as of Decembwer 31, 2014

Aseets measured at fair value:

Quoted availan e<for-sale
Invastments
nvestment properties

Financial assets for which fair
value Is disclosed:
Guoted he d-to-masurity

Quoted
pricesin Signiticant Significant
active cbservable unobsarvable
markets inputs inputs
(Lewvel 1y (Leval 2 (Levvel 3)
Nate of
maasurerment L5, S 000's
December 31, 2015 230,105
December 31, 2015 68,330
December 31, 2015 10,952 - -
The following tahle provides the fair value measurement pisrarchy of FIF's assets
Guoted
prices 'n Significart Sianifcant
actlva aheervable unahservahle
mar kaks inputs inpauts
(Level 1) {Level 2% (Lawal 33
Date of
measuramant LS. 5000's
goember 31, 2024 210,153 .
December 31, 2024 - 72,555
December 31, 2024 12,088

finarcial ass=ets

Thers have heen no transfers among the Levels meantionad abowve during the years

2015 and 2014,

The main assumptions used to determine the fair value of investment propertics are 3=

follows:

RIF assigns licenzad external appraizars to assess the fair value of investment propartias
which mainly repressnts prices for similar lands sald during the year, the fair volus is
calculated by mulkipiying tair value par meter square by the fotal area of the land. PIF
recognizes the Tair value of investmenl properties inits financial stalements based an
the valuation of external appraisers and according ko palicies approved by the Board of

Gireclors.,
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The tollowing fable represents the sensitivity of investmant properfies’ tair value:

2015
Fair value per meler square

Fair valug per meter square

2014

Fair valus per mater square

Fair valus per meter square

Fair values of financial instruments

[rcrease Effect on fair
decreass in value and profit
fair value for the vear
% L5 =000
+5 2412
-5 2412
Increase;} Ettect on Fair
decreass in walue and profit
fair value for the vear
] L5, 5 Q00
+5 2,293
-5 {2,293

Set out below 1= a camparisan by clazs af the carrying amounts and fair values of
FIF's financial instruments carried in the financial statements 35 at December

A1, 2015 and 2014:

U.5. 5000's
carrving amaount Fair value
2015 2014 2015 2014
Financial assets
Loans granted 10,278 2 508 10,278 9 608
Available-tor-sale investmants
quoted 230,105 210,193 230,105 210,193
Held-to-maturity Tinancial
assets-quoted 10,876 11,262 10,952 12,088
Accaunts recaivable 51,252 35,151 51,252 35,151
Dther tinancial assets 23,094 18,207 £3,094 18,207
Cash and deposits at banks G0, 244 104,207 ), 2 d4d 104,907
385,845 390,028 385,925 390,154
Financial liabilities
Accounts payable 20,350 20,984 20,320 20,9584
Loans 39,009 48,027 29 009 48,027
Cther current labillties 9,833 11,857 9,833 11,857
69,232 B0, BEA 69,232 80,868

The fair walue of the financial assets and liabilities are included 2t the amount at
which the instrumant could be exchanged ina current transaction bebween willing
parties, other than ina forced or liguidation sale.

The fair vslues of accounts recsivakle, other financial sswets, cash and
deposils ab banks, accounts pavable, and olher current liabilities and the
short term loans approximate their carrying amounts due to the shart-term

maturities of these instruments,

—  The Fair value of the loans granted and long term loans are estimaked by
dizcounting tfuture cash tlows using rates corrently available for debt on
similar credit terms. The carrying amount of the loans granted and long term
|mans are ot materially different frorm their faic value.
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—  Thea fair values of quoted available-tor-sale investments were basad on their
price guotations st the reporting date.

The tair values of guoted bonds are based on price quotations at the
reporting dale.

33. Related party transactions

This Ttem represents transactions with relaled parties. Related parties represent
aszacizted companies, the shareholder, Board of Cirectors, key managsment
personnel af FIF, and entities controlled, or cignificantly influenced by such parties.
Frice policies and terms related to transactions with related parties are approved by
FIF*s Bozrd of Directors.

Balances with related partizs included in the consolidatesd statement of financial
pozition are a5 follows:

1.5, %000
2015 20114
Shareholder's corrent account (debib) 91,393 102,554
Loans granted to associates and ralated acoroed
interest 4,303 2,7d2
Cash and deposits at banks (associate) 3,057 5,529
Accrued Board of Directors remuneration 150 150

Tranzactions with relabed parties includad in the consalidated incomea statement
during the yvear are as follows:

.5, 5 000's
2015 2014
Leasing of transporiation means o the sharehalder 7,033 8,747
Interest income on loans 1o associales 201 130

Fey mansgement salaries and remuneration of PIF and ils subsidiaries are as
fool lovwis:

U.5. 5 000's
2015 2014
Board of Directors remunaration 167 167
Key management share af salaries and related benefits 2, 742 2.7a7T
Key management share af end of service indermnity 187 1a1

Furthermare, PIF is considered 25 & guarantor for a loan granted to 2n associate
(note B). Also, a major portion af PIF's Investmeant in this associate is mortgaged
aqgainst thal loan.

34, Risk management

PIF's financial liakilities comprise loans, sccaunts payable and some other financial
liabilities, The main purpose of these timnancial liahilities is to raise finance tor PIF's
pperaticns. FIF has various financial assels such as accounts recelivables, olher
financial assets, loans granted, cash and deposits at banks, available-for-szle
investments and Tinancial assels helé-lo-maturity which arise directly from PIFs
operations,

The main risks arising from FIF's financial instruments are interast rate risk,
foreiogn carrency risk, equity price risk, credit risk and liguidily risk. PIF's Board of
Cirectors reviews ond gpproves policies for managing these risks which are
summarized below:
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Interest rate risk

FIF and its subsidiaries’ exposure ko the risk of changes in interest rates relates
primarily to interest bearing assels and labilities, such as short-term deposits,
loans granted and obtained long term [oans. The following table dermmonstrates the
sansitivity of PIF's consolidatad income statement as at December 31, 2015 and
2014 to 8 reazonahly possible changa in interest rates, with all other variables held
constant,

The sensitivity of the consclidated income statement is the effect of the ossumed
changes in interest rates an PIF's profit for ane year, based on assets and liakilities
with tloating interest rates at December 31, 2015, The effect of decraases in
interest rale is expected Lo be squel and opposite o the effect of Lthe increases
shown below:

Increasze in Effect
interast on profit
rate for the vear
2015 (hasis paints) U5, 5000
115, Dollar +10 )
Jordarian Dinar +10 15
Cther currencies +10 T
Increase in Effect
interast on profit
rate fonr the yvear
2014 (hasis poinkz) U5 50005
LA, Dollar +10 30
Jordanian Dinar +10 25
Cther currencies +10 g

- Foreign currency risk

The fallawing table demanstrates the sensitivity to a reasonably passible changes in
the LLS. % exchange rale against other currencies, with all other variables held
canstant, of PIF= profit and equity. The Jardanizn Cinar (JODy and the Qatari Biyval
{ORY are linksd to LS. 5. Therefore, no effect resulting from the fluctuations in
OO and OF rates is expecied nn the conzalidated financial statements, The etfect
of decreases in the exchange rate of LS. & ogainst other currencies is expectad to
b 2gual and opposite to the effect of the Increass shawn below:

Increaze in
cUrrancy Effect o
rate io prifit hefore Effect on
L5, 5 tax ety
% U5, 5000 LS S 000
2015
laraell Shekel +15 2,250 (1)
Other currencies +10] A5%
Increace in
CUrrancy Effect on
rate to profit before Effect on
5. 5 tax equity
% U5 5000 U5 5000%
2014
[srasl Shekel +15 3,117 (2]
Other currencies +10 612 -
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- Equity price risk

The tollowing fable demonstrates the senzitiviky of the cumulative changes in tair
value to reasonably possible changes in eauity prices, with all other varigbles held
constant, The effect of decreases in eguity orices is expected to be equal and
apposite to the effect of the increases shown below:

Increase in Ettect
euily price G eguity
2015 (%0 5. 5000
Shares lizbed in Palestine Securities Exchange +10 16,161
Shares listed in other markels +10 &, G4
Shares nat listed +10 =1
[ncrease in Effect
equity price on equiky
2014 ) U5 5000
Shares [isbed in Palestine Securities Exchange +10 17,309
Shares lisked in other markets +10 A,710
Shares nat listed +10 T3E

- Credit risk
FIF exposurs to credit risk arises from the default of the counterparty.

PIF is currently managing its credit risks by setting cradit limits tor customers and
conlinuously  menitoring  the  accounts receivable in coordination with lega
consultants. The maximum expasiure of the loons and accounts receivable to the
credit risk s the carrying amount of the loans granted and accounts receivahble
explainard in notes (12 yand (14),

With respect to credit risk arising from other financial asscts of PIF, including cash
and deposits al banks, granted leans, and ather financisl assels, PIF's exposure Lo
credit risk arises from default of the counterparty, with a maximum exposura edqual
to the carrying amount of these financial asssts.

- Liguidity risk

FIF and its subsidiarics manage liquidity risks by ensuring the availzbility of
sufficient cash balances and credit facilities and pursuing the collection af accaunts
receiveblas,

The table below summarizes the allocation of undiscounted financial labilities as at
December 21, 2015 and Cecember 31, 2014, bosed on thelr remaining maturity:

.5 5000

LessChan 3o 12 1iehs Mare Lhan
Jmonths Months YEArS 5 years Total
As at December 31,2015
Long-term loans 27Tz 5,642 33,725 1,496 43635
Accounts pavable 20,290 - - - 20,320
Frovisions and cther
financizl liakilities 7158 ENCY - - 9833
A0,320 8,317 32725 1,496 T3.858
As gt December 31, 2014
Long-term loans 2,719 8,156 309,460 5,128 R B2
Accounts pavable 20,984 - - - 20,984
Provisions and ather
financial liakilities 56572 3,225 11,857
22,335 11,381 39,466 5,188 8,370
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35. Capital management

The primary objective of PIF's czpital management s to ensure that it maintains
fealthy capital ratins in order to suppart its business and maximiza its Equity.

PIF and its subsidigries manags their capital structure and make sdjustments in
ight of changes in business conditions, Mo changes were made in the objeclives,
policies or processes during 2015 and 2014,

Capital includes paid-in share capital, retained sarnings, sharsholdsr's current
account, reserves and non-contralling interest with a total of U5, 3 714 523 000
and LS. 5 697,765,000 as at Cecember 31, 2015 and December 31, 2014,
respectively,

36, Segment information

PIF'= reporting format is business segmeants as PIF's risks and rates of return are
affected predaminantly by differences in the products and services provided.
Business segments are trade and transportation, real estate investment, tourism,
in addition to the investment sector. The Tfellowing tshle presents revenue and
profit information and certain asset and liability information regarding FIF's
Businsss segments for the year ended December 31, 2015:

J.5. 5 000's

Inwastmeart Trade anc Hazl estate

sarkor transparkation  investmsnt Tourisme Flimnas ons Tatal

Revenueas
Exzernal revenues 7,033 200,102 20,174 4,558 231,207
nter-segmert {eliminat=d}
Tatal revanues T35 200,102 20,174 4,598 231,907
Results of operations
Praf t iloss) belora tay 11,5589 P ARG A0 (329 AT A0°
Other information
Depreciation of property,

plent and equipmert 4,379 974 T00 471 5,524
Capital expenditure 1,085 4,072 IE-= 124 13,122
rvesbments in assooiaes

and a joint venture 101,235 - T2 13,332 1.5995
Share of assaciates' results

of operations 4,658 - 52) (349 4,250
Share of jeint venture's

raculte nof nperations {530 - - - (530}
The fal ow ng tah e presents seoments' assats and llab lities as of December 31, 2015
Aszets and liabilities
Sagmen; assets 704,521 &d,004 148 283 23724 (141,%26)  TS58 &D&
Sagmen: liabi ities 47,220 17,7586 27,251 3,759 [17,243) Bd ORI
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The fallawin

tzble prassnts revenue and profit infarmation and certain asset and
limbility intormation regarding PIF's business segqmants tor the year ended

Cecamber 31, 2014:

5, 5000
Imvestment Trade znd Real estaze
sector transportation  investment  Towrizm Elimnas ons Total

Revenues
Frterna ravenuas a8,842 1738158 A0,144 4,646 AOT RRG
Irter-segment (e iminated) - - - - -
Tatal revenues e 173915 20,144 EEEE 207 550
Reszults cf cperations
Protit {loss) betore bax 1%,787 27,645 A H54 (1,263 A4 03
Other informaticn
Cepraciation of property,

plant ard eguiprment 4,245 704 418 lald) & 027
Capltal expaniitire EED 1,808 2,576 a0 12 266
Irvestmens neassocidtes

ard a joint venture 95,948 FaT 9860 107 595
Share of assoc abes” rasults

of cperatians (3280 (41 {215 [558)
Share of jaint venture's

results of aperations CAEY - - - (48
The fallowidre Fehle presents sagments’ asselts and lakiltles az of Decembar 31, 2014:
Assets and liabilities
Segmant assets TI5, 756 dp812 167,072 15,130  {143,772) 755098
Serpmant lihilities A& 5565 A0, 744 51,730 13,048 14 2A5] oy 333

37.

Commitments

PIF may be exposed o liabililies associated with the liguidstion of some non-
operating companies of which e ownsrsnip was fransferred from the
shareholder to PIF.

an July 25, 2007, PIF entered into partnership with the Owverseas Privots
Investment Corporation (OPICy and the Middle Eazt Investrment Initiative
(MEIDY to creats its Loan Guarantee Facility (LGF). tnat aims to suppaort the
Palestinian private sector by providing quarantees for loans to small-and
medium-size enterprises (SME's)} throughout Palestine, PIF may be obligated
fo pay Che guaranteed amount in case of default of the loans. A5 of December
31, 2015, total lcans granted oy lecal banks under this agreement amounted
to U5, 5 24 27 milion. PIF's share of total guarantee provided against these
oanz was 1.5, 5 5,31 millian,

During 2006, PIF signed a maemarandum  of understanding with the
Palestinian Authority, represented by Falestinian Land Authority, to allow PIF
to develop and establish its investment projects on the Sarayva Geza land
orated n Che center of Gaze and which was used a5 8 securily forces
headgquarter = and on another plot of land in Gaza Striz on which currently the
Zahrat Al Madsen Yillage Bungalows was built. Inreturn, FIF agreed to build 3
rmew bilding to serve as 8 security forces headguarier in place of the one in
Sarava, and Lo censtruct a building that substitutes for the ane on the Zahral
Al Madzen land currently being used for presidential purposes. The land has
ot been recorded 0 FIF's sccounting records, since the terms of the
agreements ware not yet executed,
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PIF and its subsidiaries appear as a detendant in @ number of lawsuits in the
Palestinian courts wiich amounted to US4 6,121,000 as of Decemnber 31,
2015, PIF's management and legal counssls believe Fhat provisions made
anainst these litigations are sufficient.

During 2014, the Swiss Chambers' Arbitration Institution in Switzerland
notitied the Palestinian Commercial Services Company (ocurrently Sanad
Constructicn Industries? “the company” of a request for arbitration filed by
CAP Holding AG (Claimzanty against the campany and the Palastinian Authority
(the P& The Clzimant claims a total amount of UsSD 1,45 billion plus interest
of 5% p.a. and reimbursement of all costs incurred for the arbitration anainst
the company and the P4 jointly and sewverally, Given the fact that the
claimant’s claim against the company and PA jointly and severally is a matter
of dispute, the company rejected the claim on merits. Based on the company's
l=gal eounsel, the company reguested the Artitral Tribonal to dismiss
Claimant's claims in their entirety 3s neither the claims nor the evidentiary
provided have legal grounds. Thus, no provision against this case has been
recorded in the consolidated financial stotemsents. The legal counsels of the
comparny and PA are currently taking the appropriate legal actions.

Concentration of risk in geographic area

FIF and most of its subsidiaries are corrying out their activities in Folestine, in
which the palitical and economic sitluations are not stable,
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